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ELECTRIC POWER EXPANSION 


British and Malayan electrical engineers in 
Malaya are planning for a rise in demand from 
240,000 KW this year to 1,270,000 KW by 1960 
Working on past records and the present rate of 
expansion of both industrial and domestic uses of 
electricity, the experts believe that this is a fair 
picture of what may be expected even without an 
effort to develop the industrial potential of the Fede- 
ration of Malaya. The demand is expected to grow 
despite a probable decline in the needs of the tin 
mining industry, the biggest consumer of electrical 
power. It will mean the planning and construction 
of up to six large power stations and a developing 
program of expansion in the smaller towns and on 
the East Coast as they begin to demand the ameni- 
ties which electricity can bring. 

The Federation of Malaya, with six million 
people at present but rapidly increasing every year, 
will continue to develop on the west coast where 
most of the industrialisation and mining is concen- 
trated. Hydro stations will probably have utilised 
all the available water power by 1980 and plans 
envisage steam power stations taking most of the 
load. Atomic power stations might be introduced 
in perhaps 15 years’ time. The rapid progress made 
recently has convinced U.K. experts that in the 
measurable future atomic power may be werthwhile 
in this country. 

To the electrical engineer the Federation is split 
by a main range which divides the developed west 
coast with its tin mines, rubber estates, large towns 
and industries, from the largely agricultural East 
Coast where there is as yet little sign of industrial 
or mineral development. Malaya was among the 
first South-East Asian countries to invest in a public 
electricity supply. Penang had electric street light- 
ing by 1904. There was a steady development until 
the outbreak of the Japanese war when the total 
generating capacity was 175,000 KW. Much of the 
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plant was destroyed during the Japanese occupation. 
In the years that followed, as the tin mining in- 
dustry got back onto its feet in remarkably quick 
time, the demand for power stretched the stations 
to the limit. The Korean war boom brought a big 
rise in demand as increased prosperity was trans- 
lated into refrigerators, air conditioners and elec- 
trical appliances in homes. Most of the machinery 
in Central Malaya was long past breaking point 
when the first of the new steam stations at Con- 
naught Bridge, 30 miles from Kuala Lumpur, was 
brought into being and added another 40,000 KW. 
This was quickly taken up and a further 40,000 
KW is now available with the completion of the 
second half of the station. Even this extra power 
will soon have been absorbed. 

Careful planning can prevent the crisis, black- 
outs and compulsory measures that had to be taken 
to share out the power during the Korean war. But 
the demand for power is now doubling about every 
seven years and there is little time for the engineers 
to sit back. Tin mining is the only field in which 
there is not likely to be a large growth. Prospect- 
ing has been difficult because of the eight-year-old 
terrorist war and miners are not able to get all the 
land they would like. For some years there is not 
likely to be any increase in production until the 
miners have been able to open up new land. In 
addition, in the event of the price falling sharply, 
there is tin restriction under the International Tin 
Agreement which would drastically reduce output. 
At present the miners need about 90,000 KW but 
tin restriction could cut this to 70,000 KW and the 
demand might drop even lower. 

Whatever happens in the tin mines, the en- 
gineers will have to find another 150,000 KW within 
the next seven years. A good proportion of this 
will come from the Cameron Highlands, a beauty 
spot and a hill resort, which also gives a produc- 
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tively long drop to a large quantity of water. Pro- 
specting was started on the site in 1950 but the death 
of a British surveyor, who was shot by Communist 
terrorists who were operating at that time in large 
gangs in the area, and the danger of supplies fall- 
ing into Communist hands, brought an abrupt end. 
A year ago investigations were begun again and have 
now reached an advanced stage. The scheme is 
planned to go forward in phases meeting the demand 
tor power as it develops in Central Malaya. There 
is also plentiful supply of water power which could 
be used on the undeveloped East Coast by hydro 
stations but the need for these seems a long way 
off at the moment. They represent, however, a 
readily tappable source of energy should valuable 
minerals be found or should ‘it be convenient to start 
factories in the area which is in need of long-term 
development. For the moment, the expanding 
domestic demand is expected to be met by the in- 
stallation of more diesel stations on the East Coast. 


Over the next 24 years, according to tentative 
calculations, Malaya (and this does not include 
Singapore) will have to spend HK$1,500 million 
on generating stations alone, a figure which. does 
not take into account the money that will have to 
be found for improving transmission and distribu- 
tion systems. By 1980, it is expected that Malaya 
will then have the skeleton of a supergrid system, 
operating at 22,000 volts, extending from Singapore 
in the south to Penang and fed by steam, hydro and 
possibly atomic stations. In South Malaya, it is 
planned that the grid should be supplied through 
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two Singapore stations of 150 MW and 300 MW and 
a station at Johore Bahru of 200 MW. Along the 
coast there will be two 40 MW and a 20 MW Station 
near Seremban. Central Malaya will also take 
power from a chain of small hydro stations in the 
hills expected to produce a total of about 30 MW. 
In the Cameron Highlands, in North Malaya, there 
will be the 180 KW hydro station and three steam 
stations totalling 530 MW. Penang will have two 
staticns feeding 60 MW into the grid and the re- 
mainder of North Malaya will be supplied by a 
new 40 MW station, a smaller hydro station and 
other units. 


The new feature in the Malayan electrical 
power position is the use, sconer than expected, of 
nuclear power stations. They could be of consider- 
able use in a country such as Malaya where there 
is no local production of oil and the small amount 
of coal that is produced is of poor quality. The 
hydro-electric stations will still be needed and no 
thought has been given to scrapping plans for them, 
but atomic stations may change the whole field of 
electrical development. The chairman of the Cen- 
tral Electricity Board, Mr. J. Sharples, is of the 
opinion, after returning from Britain where he had 
studied nuclear electrical power, that it seemed 
likely that Malaya would be able to use_ these 
stations economically in 15 years’ time. There will 
be need to plan now for the training of engineers 
who could maintain these stations. For the 
moment, electrical engineers are however concerned 
with the outlook for the next five years. 


A COMMON MARKET BETWEEN THE COMMONWEALTH, 
CONTINENTAL EUROPE AND THE UNITED STATES 


By Paul de Hevesy 


According to figures issued by the Food and Agricul- 
ture Organization, the food production of the world during 
the last two years has increased more than its population. 
This momentous fact, which must confound the gloomy 
prophets of universal starvation, should be made known as 
widely as possible. The same story is told by the.stocks 
of wheat that for the last few years have been steadily 
mounting: in the United States and Canada. There are 
enormous unsold world surpluses also of meat, bacon, rice, 
barley, oats, rye, beans, butter, coffee, cocoa, dried milk, 
cheese, and certain edible oils. Surplus stocks of sugar 
are also mounting. World supplies of grain (excluding 
Russia and China) have reached a record figure in 1956-57. 
No redundant stocks would have accumulated if the ‘“plan- 
ning”’ by various governments had not interfered with free 
and open markets and had not maintained arbitrary prices. 


It should be veadily acknowledged that stocks of all 
these foodstuffs remain unsold only because there are not 
enough people who can afford to buy them at their present 
prices. If these prices could be reduced, much of the 
accumulated stocks would be rapidly sold. 


The immense progress lately achieved in the produc- 
tive capacity of agricultural and industry will undoubtedly 
bring about in the near future a still greater abundance 
of both foodstuffs and manufactured goods. This situation 
will demand an urgent and satisfactory solution of the whole 
problem of distribution. It is therefore the more regret- 
table that the Governments of the United Kingdom and 
some other members of the British Commonwealth intend 
to exclude agricultural products from the Free Trade Area 


to be established in completion of the European Common 
Market. 


I submit in all humility that this exclusion is a cardinal 
error. I would even suggest that a common market cover- 
ing all goods, agricultural and industrial, should, if possible, 
be established between the United States, the British Com- 
monwealth, and Continental Europe. Later other countries 
could be invited to join this economic union. Throughout 
these vast territories all goods should then be permitted 
to move without hindrance and prices should be determined 
by free and fair competition according to the inexorable 
law of supply and demand. 


October 3, 1957 


This policy, under which high-cost and inefficient pro- 
ducers would be gradually eliminated, would in due course 
produce an economy in which the prices of all goods would 
form one organic system and like goods would have like 
prices—the lowest possible ones. These prices would 
achieve a measure of stability. In fact, there is no better 
stabilizer of prices than large-scale free trade, because 
neither the total supply nor the total demand in single 
commodities is likely to undergo violent fluctuations in the 
short run. It is evident that, the smaller the territory of 
free trade, the larger the short-term fluctuations in prices: 
the larger the territory of free trade, the smaller the short- 
term fluctuations in prices. Fluctuations in prices diminish 
also when, as under free trade, interference at the hands 
of economic nationalism diminishes. A free market permits 
continuous adjustments in the prices of primary products. 
This conduces to smooth and gradual changes. On the other 
hand, Governments can, and do, take sudden decisions, 
which profoundly affect the industries that make use of 
these products. 

Trade within the vast common market here anticipated 
would be effectually promoted by the adoption of a common 
British-American currency and by the granting of greater 
facilities for the freer movement of men, capital, and even 
whole industries. A substantial volume of goods is being 
annually exchanged between the United States and Canada; 
but trade between the United States and the rest of the 
British Commonwealth is meagre, since it is impeded not 
only by high tariffs but also by separate currencies. By 
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constituting a common British-American currency and by 
eliminating tariffs, Canada would once again live in mone- 
tary union with the rest of the Commonwealth, and _ in- 
flation would be halted on both sides of the Atlantic because 
lower prices would make it unnecessary to increase wages. 


Without the international division of labour that re- 
sults from world-wide competition, people are denied the 
best and cheapest goods. Hence they are unable to secure 
that striking improvement in their standard of living which 
an almost magical progress in production and transport has 
made possible. Immense resources are dissipated all over 
the world by refusing to let the free market decide what 
should be produced, in what places, and at what prices. 
The very existence of protective tariff walls and quota 
restrictions discloses a lack of courage, enterprise, and 
statesmanship. 


It is undeniable that competition has been the most 
potent influence in the advance of mankind. Why not re- 
store this influence to the full by breaking down as many 
tariff walls as possible? Would not the policy here re- 
commended be the best means of combatting socialism and 
its offspring communism? 


It is obvious that such radical reforms as those here 
proposed could be put into effect only by carefully devised 
stages. However, a sound idea—which in any case will 
be adopted in the long run—should be openly expressed 
and allowed to take root in the minds of the peoples and 
their rulers. 


TROUBLES IN CHINA’S FOREIGN TRADE 


One of the boldest critics of the Party, especially of 
the lower level leadership, was a high official of the Ministry 
of Foreign Trade, Yen Wen-chieh, who was <lirector of the 
European and American Research Unit of the Quotation 
Research Office in that Ministry. At the end of May and 
the beginning of June, when the socalled rightist devia- 
tionists launched their attack against the Communist Party, 
Yen Wen-chieh directed severe criticism at the Party in a 
number of fields. He made a series of “reactionary” sug- 
gestions in a speech to a party conference; in an article 
which he wrote for the Peking People’s Daily (but which 
the Party organ did not publish); and especially in a 
lengthen memorandum which he actually sent to the Party 
Central Committee. He held that it was wrong for Party 
Committees below the provincial and municipal level to play 
the leadership role and demande (| the removal of large 
numbers of veteran cadres who served the Party “in the 
wilderness” and who were probably more at home in the 
immemorial village or farm than in the modern city or 
modern enterprise. 


His accusers alleged that the real motive was to drive 
out the Party cadres from different government organs, 
enterprises ancl schools, where they loyally enforced the 
policies of the Party and the State, so that it would not 
be possible for the personnel establishments to carry out 
correctly the political line and the line of organisation of 
the Party. He.wanted more freedom of thought and speech, 
as under the bourgeoisie and in opposition to the ideolo- 
gical leadership of the Party. He was arraigned for self- 
criticism by the Foreign Trade Ministry and accused of 
“breathing through the same nose as the right wing of the 
bourgeoisie, “and of openly opposing the counter-attack 
which, after June 8, the Party People’s Daily began with 


several editorials. He also spoke at Party cenferences, 
sent two articles to the People’s Daily, and addressed an 
urgent appeal to the Party Central Committee. He joined 
the revolution in 1938, and was admitted. into the Com- 
munist Party in 1942, when its fortunes were at a low 
ebb. 

Yen Wen-chieh advocated that the Party should limit 
leadership in the “direction of and road to Socialism as 
well as important questions involving lines and policies.’ 
He thought that “this role can only be taken up by the 
Party Central Committee and the provincial (Municipal) 
Party committees but not the district committees, hsien 
committees, Chu committees and the Party committees at- 
tached to organs, enterprises and schools. At the same 
time, the government and the Party have their own sets 
of system, and government, legal and supervisory organs, 
organizations anil enterprises of the same level are re- 
quired to yield to Party committees at the same level. 
This leads to duplication. This brought about the replace- 
ment of the government with the Party or the want of 
distinction between the Party and the government.” 


He demanded that the Party committees below the 
provincial level and the Party committees attached to 
organs, enterprises and schools be looked upon as “ordinary 
establishments in charge of Party affairs which have no 
leadership role to play’. He thought that they should have 
no power of whatever kind to exercise in State work, in 
the business of organs and enterprises and on people at- 
tending meetings, and that the organs, enterprises and 
local governments should be led only by the government 
and people’s councils.” 

Yen Wen-chieh thought that numerous Party member 
cadres at the middle and lower echelons (including cadres 
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with rank equivalent to bureau chief of the Central Govern- 
ment) were unfit for the offices they were holding. He 
looked upon them as “ignorant and useless persons’ who 
owed their livelihood to the Party. “These people who are 
placed at the head of other people know nothing about, 
and even make a mess of, their work. The best is for 
these people to do nothing, but generally they act to com- 
plicate matters.’”” On the other hand, he thought: “Our 
business is in the hands of the old personnel and the young 
intellectuals who cannot be promoted on account of their 
historical, family and social relations.” He said that his 
state of affairs had reached the “unbearable’’ phase. 


He advocated that the veteran Party members of the 
middle and lower echelons who were fostered during the 
First Civil War, the Anti-Japanese War and the Liberation 
War (1927-1947) be “removed” and awarded life pen- 
sions. They could be required, he thought, either to retire, 
to work in the countryside, or to take up more simple work 
according to their circumstances. To achieve this end, 
he accused the Party of ‘abusing virtue and discarding the 
talented” when enforcing the cadre policy in the past. He 
said: ‘The ‘talented’ are cast aside, the ‘virtue’ is fre- 
quently counted in term of seniority, years of service and 
the favour of the leaders.” 


He went further to attack the personnel establish- 
ments by saying: “Those in charge of personnel know 
nothing about personnel, and refuse to acknowledge the 
knowledge ands ability of other people.” He thought that 
the personnel establishments were “frivolous with the future 
and reputation of other people,’ and that “the prestige 
of the Party would be squandered away in this way.” He 
asserted that ‘in the end this might bring about the wrath 
of God and the curse of the people.’ He also said that 
the personnel issue was the cause of “injustice to people 
and the focus of righteous indignation.” If the Party Cen- 
tral Committee did not introduce a change according to his 
suggestions, “the contradictions can never be solved.” 


Yen Wen-chieh assailed the “three anti”, “five anti’ 
and counter-revolutionary suppression movements by say- 
ing: ‘People who have gone through these movements in 
person would remember the terror and feel their flesh 
creep whenever they think of them. At that time, every- 
body felt that they might become the next victim and 
there was general terror in society. The damage done to 
the people was profound indeed. No matter who the per- 
son was, he might be required to face a struggle at the 
motion of the finger of the leader. The scenes of struggle 
were more unbearable than prison.” He recalled the terrors 
of previous regimes, and added: “Think of the frenzied 
way in which the victimized peasants rose to struggle 
against the despots and landlords at that time. Should 
there be a change in the situation in the future, how these 
victims would deal with us could be imagined. I feel that 
these struggles might force some people who originally 
had no intention of becoming counter-revolutionaries to 
join the counter-revolutionary camp.” 


He declared: “No matter what their achievements 
are, these movements cannot be launched again. We must 
demand that the government lay down a stipulation to the 
effect that the ordinary organs and organizations may not 
inaugurate any struggle meetings unless they have obtained 
the approval of the Procuratorate General and such meet- 
ings are conducted under the auspices of a law court.” He 
also openly advocated that reprisals be made against Party 
activists and toughs who led the struggle against counter- 
revolutionaries by saying: “Death to those whose false 
charges led to the death of other people” and “Imprison- 
ment for those whose false charges led to the wrongful 
imprisonment of other people.” 
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Yen Wen-chieh also declared there was no freedom of 
thought and speech in the country and within the Party. 
He said: ‘People are not free to think and talk as they 
please. They have the feeling that they are required to be 
led by other people and to limit their activities within a 
circle marked out for them.” Yen Wen-chieh said that the 
absence of freedom of thought and speech had its “social 
cause in the low standard of thought and knowledge on 
the part of the personnel at the middle and lower echelons. 
These people cannot think on their own. They are capable 
of acting only in accordance with the whims of their 
superiors.”’ 


He described the ideological leadership and _ unified 
leadership of the Party as a form of bondage. He said 
“All places look up to their Party committees only. The 
administrations, enterprises, newspapers, trade unions, Youth 
League organizations and Party committees breathe in the 
same way. The only way is for all people to follow their 
lead.’”’ He added: “‘Those who are capable of obeying in- 
structions without asking questions in the movements are 
looked upon as good cadres. This makes simpletons of 
numerous comrades within the Party.” 


Concerning the interpretation of articles written by 
the Leader of the Party, he went on: “It looks as if an 
article is enough to solve all the theories and work problems 
in the world. It looks as if there is no other learning in 
the world to-day save this article.’ He also said: “I really 
don’t know why this is necessary. If the things written 
by a man have to be explained in numerous ways before 
they can be understood by other people, we can very well 
go without them.’’ 


For the sake of “opening up’’ thought and speech, he 
suggested that more newspapers should be published of the 
“current style’ (referring to those published at the time 
when the critics launched their attack without the Party 
taking action to strike back for the time being). ‘With 
this kind of public opinion available, even without the recti- 
fication campaign, people would be forced to manage their 
affairs with greater care and to have regard for the opposi- 
tion view and popular opinion.” 


He was opposed not only to the mass movement but 
also to the policy and line adopted for leading these move- 
ments. He thought that once a movement is launched, 
everybody had to move along with the tide even though he 
may have detected that there is something wrong at that 
time. There is nothing to say, nor can there be anything 
to say, and the only way out is to see it through. This 
also becomes an ideological bondage. He demanded that 
there should be less ‘‘movements” so that people may have 
a more creative brain and don’t have to strain themselves 
mentally and physically all day long. 


He expressed his opposition to the Party policy in- 
volving the ideological remoulding of the intellectuals by 
saying: “All kinds of studies, reporting and social acti- 
vities may not be carried out during working hours, and 
people should be free to decide whether they are going 
to take part in them or not.” 


In his article “About ‘Gossips of Slave-Girls’ and Their 
Prestige,” he said that people living in society, “especially 
the scholars and journalists’ were born to be “slave-girls 
and slaves.” He wrote that at present some people “speak 
and write as instructed or simply to flatter. They are in- 
sincere in sentiment and affected in attitude. When their 
writings or speeches are read or heard, one has the feeling 
of chewing the muck-worms which makes one wants to 
vomit.” He thought that in our life, such a phenomenon 
had become the vogue and was frequently seen. He wrote: 
Some scholars and journalists, whenever they mention the 
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RECTIFICATION OF YOUTH IN CHINA 


The Communists have made it known that the recti- 
fication campaign must go on, though it is now designed to 
rectify not the Party’s errors but those of its critics and 
the bourgeoisie. The inilustrialists and merchants, now 
transformed, have been bluntly told that they must come 
off the fence and declare themselves. In view of the de- 
nunciations of all critics they will either stay silent or 
will utter a lot of mealy-mouthed fawning tributes to the 
Party, as was so common in the early days of the regime 
and of the period when the People’s Political Consultative 


leaders, are in the habit of adding some expressions of grati- 
tude like “pious and respected’, ‘great’, “simple and 
plain”, etc. Apart from finding it unbearable to read on 
due to its affected nature, one cannot also help from won- 
dering what ‘root’ and ‘character’ has the writer at heart. 
He said that the leaders and those led by them, the leaders 
and the people, and the upper and lower echelons are related 
with each other like the master was related with the slave. 


He said: “A ‘slave-girl’ is the dowry or appendage of her 
‘mistress’. She has to win the favour and avoid the hate 
of her mistress. In her spiritual world, there are only 


submission and flattery.” 

He declared: ‘The encirclement for annihilation has 
begun, Punitive action is being taken in a big way. The 
Jen Min Jih Pao is acting in a most clumsy and unskilful 
manner. If it is said that other people are rough, the 
Jen Min Jih Pao is a hundred times more rough than these 
people.” He attacked the Jen Min Jih Pao for using the 
headline “The People Have Not Asked Ko Pei-ch’i to Make 
These Utterances” and said: ‘Does it mean that this has 
been verified by plebiscite? I think that the Ko Pei-ch’i’s 
also represent some of the people in the society.” He also 
attacked the newspaper for publishing the article ‘Note- 
worthy Trend of the Democratic League’? which made the 
Democratic League members’ flesh creep and gave people 
the impression that some activities were being secretively 
carried out. He described the people who counter-criticized 
the right wing as insincere and opportunistic and doubted 
whether they were speaking the truth. 

All this contributed to form his conception that the 
Jen Min Jih Pao was “over zealous, unwise and explosive’. 
He said: ‘Why so small-minded? Is Chu An-p’ing’s re- 
ference to the big and small monks an insult to the leader? 
I on my part rather appreciate this remark. When Ko Pei- 
ch’i said that the Communists had to be slaughtered, he 
did not say that the slaughter ought to take place right 
now. If the Communists were really bad, why should they 
forbid others to kill them?’ He joined with the right 
wingers outside the Party in wailing about the ‘presence 
of misgivings” and their “dissatisfaction and disappoint- 
ment” with the Jen Min Jih Pao. 

He also opposed to the struggle of the Party and the 
masses against the right wing carried out within the organs 
of the Ministry of Foreign Trade. When the blackboard 
newspaper of the Ministry of Foreign Trade carried an 
abstract of rightwinger Li T’ai-hua’s speech on June 11, 
Yen Wen-chieh was unable to suppress his anger. He stood 
forth on behalf of Li T’ai-hua and lodged in the name of a 
“member of the Chinese Communist Party” a strong protest 
against the blackboard newspaper. He knew very well that 
the editorial committee of the blackboard newspaper was 
led by the Party, but he demanded to be informed who 
was responsible for this and why, and thought this was done 
with a guilty conscience. 


Council in Peking was the major representative body and 
the National People’s Congress had yet to be created. Then 
the bourgeoisie were mere echoes of what the Party leaders 
said. 

A person who arrived from Shanghai at the end of 
August said the Hungarian Incident had shocked many 
people and cast doubts in their minds about the Communists. 
It encouraged the impractical, impulsive intellectuals to 
open their tightly shut mouths too often and too quickly, 
so that they walked open-eyed into the trap set by the 
shrewd Communists. The more practical and less idealistic 
industrialists remained aloof and sat on the fence. Now the 
Communists are trying to force them to take part in a 
debate, and to get them to loosen their tongues. But as 
their chief desire is to get the Party Committee out of 
their offices they will no doubt prefer to stay silent: if they 
can. 

The leaders of the Youth League sustained as great a 
shock as any of the Communist bodies, for after all their 
members were supposed to be the paragons of Communist 
youth. It was clear that many of these spirited young 
persons were thoroughly dissatisfied with the way things 
were going, and it was this organisation to which the 
People’s Daily and the Youth Daily addressed their first 
remonstrances and their first appeals. By the beginning of 
August the Youth League leaders had_ recovered their 
morale and their former confidence. 

The exposures of ten prominent members of the Youth 
League showed not only that there were rightists in the 
system of the Youth League but that they were not con- 
fined to individuals. The Youth Daily declared on August 2 
that in the struggle to preserve the purity of the Young 
Communist League “no leniency or mercy must, be shown 
toward rightists inside the League.’”’ The malcontents in- 
side the League “wildly attacked the Party leadership, 
promoted distrust of the Party, did not execute the direc- 
tives and policies of the Party, and detached the League 
from the leadership of the Party.” One critic demanded 
that the League should discard its status as a satellite of 
the Party, and likened its status to that of the oppressed 
and the Party to that of the oppressor. Others said they 
were tired of being told how the Red Army on the famous 
Long March had to eat their leather belts; the everlasting 
political fare of the Youth Daily; and the analysis of youth 
problems solely from the standpoint of class. The political 
and ideological education of the youths must therefore be 
intensified tenfold. People may ask how it came about 
that after so many years of training and discipline the 
Youth League produced such rightist rebels; the explanation 
was obvious. They came of bourgeois families and were 
thus easily susceptible to the influences of the bourgeois 
corrupt way of life and revisionism. Obviously the task 
of the organisation at all levels was to watch out for and 
expose all of the malcontent rebels, and isolate them from 
the masses. 

Meetings were called in the counter-offensive in greater 
profusion even than during the rectification, and just as 
the latter were designed almost wholly to criticise the Party 
and the Government, so were the next series designed to 
denounce and expose the “rightist conspiratorial activities.” 
Some persons of a record under the Kuomintang appear to 
have been involved, such as Lo Hai-sha, a teacher in Hong- 
kew (Shanghai) but said to be a henchman of Chen Ming- 
hsu in Nationalist days. It was even alleged that he had 
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MUKDEN PROFESSORS AND THE 


Many facets of national problems were dealt with in 
the variegated criticisms of the Party and Government 
during the brief spel! of freedom the critics enjoyed last 
May and June. One of the most comprehensive and basic 
criticisms of the system, with the outlines of an alternative 
system, were given by two members of the faculty of the 
Shenyang (Mukden) Normal College at a “Contention” 
meeting on June 10. The two members were Chang Po- 
sheng and Huang Chen-lu. who held the boards for three 
hours. Chang Po-sheng was head of the Propaganda Depart- 
ment of the Young Communist League in the Normal] Col- 
lege and Huang Chen-lu was editor of the College paper. 
They held that the Communist Party, in the then rectifica- 
tion campaign of the Party working style, should not only 
wipe out the three party evils but pull them out by the 
roots as the only real way to solve the contradictions among 
the people. They argued that these three evils of bureau- 
eratism, sectarianism and subjectivism originated from the 
Communist Party Centre itself. 


Huang Chen-lu evaluated the suppression of counter- 
revolutionaries and the campaign for rounding up counter- 
revolutionaries. Chang Po-sheng in his speech made certain 
supplementary remarks ana enlarged upon this question. 
They said: “The suppression of counter-revolutionaries was 
necessary and timely but too many persons were put to 
death. Measured by the criterion of ‘meting out capital 
punishment against heinous crimes in order to appease 
popular fury’, a number of persons should not have been 
put to death and a number of persons have been wrongly 
executed. This was mainly due to the fact that historical 
materialism was la¢king, the “rather be leftist than rightist 
tendency was developed and the law was not observed.” 
What did they mean by lack of historical materialism? They 
had this to say: many among the executed were formerly 
military and political personnel of the bogus Manchoukuo 
and Kuomintang and landlords, but they were not guilty of 
heinous crimes, still less were they flagrant counter-revolu- 
tionaries; they were the product of history. They commit- 
ted crimes because they wanted to live and wanted to 
support their parents, wives and children. They served 
the reactionaries in order to live. Some had shot revolu- 
tionaries but they had to carry out orders of their superiors. 
At the same time, inevitably men at that time got an 
orthodox notion and foolish notion, regarding themselves as 
patriots in serving the Kuomintang. It is inhumane to put 
all of them to death. 


The campaign for rounding up counter-revolutionaries 
was not necessary, sail Huang Chen-lu and Chang Po-sheng. 
Chang Po-sheng emphasized in his speech: “The gain from 


the campaign does not recompense for the loss. The 
greatest loss is to widen the ‘moat’ and heighten the 
‘wall’.” In their view, the campaign for suppressing 


counter-revolutionaries has put to death all that should be 
put to death, and it is not necessary to launch a startle- 
the-universe campaign against the remnant elements who 
should be dealt with by law after investigations and trial. 
In their opinion, the campaign for rounding up counter- 
revolutionaries is merely “to create disturbance when the 
land is in peace.” 

They said: “If the. cause behind the mistakes of the 
campaign for rounding up counter-revolutionaries is traced, 


it will be traced to the Party Centre. The 5 per cent 
(Party Centre’s estimate of counter revolutionaries) is a 
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gross manifestation of subjectivism and bureaucratism. 
The idea is influenced by Stalin’s erroneous theory that ‘the 
more developed the Socialist cause, the more the enemy’. 
But the root of the mistake lies in Peking. Socialist trans- 
formation is over-hasty all round. It is not a question of 
whether co-operativization is called for but a question of 
how to do it. To this question no answer was given by Chair- 
man Mao in his report to the Supreme State Conference. The 
trouble with Socialist transformation is that time, conditions 
and localities are disregarded. The ideological foundation 
of the peasants is not strong; instruments of production 
are not much different from those used 3,000 years ago; 
and the cultural level is low. It was in such circumstances 
that 90 per cent of the peasants joined the co-operatives. 
Outwardly the movement was launched with fanfare; actually 
it was too early. It is not true that all the peasants 
consciously want to join the co-operatives; the majority of 
them are forced to do so. That is why the APC cadres 
are short, their quality is not high, the work is chaotic, 
non-productive personnel are too large in number, and 
production enthusiasm is low.” 

Huang Chen-lu accordingly proposed that, where the 
right conditions were not present, the co-operatives should 
be allowed to disband themselves and the State should 
centre on the State farms and permit purchase and sale of 
small holdings. 


Both Huang Chen-lu and Chang Po-sheng also made 
an evaluation of the socialist transformation of private in- 
dustrialists and merchants. Generally speaking, they said, 
the transformation was correct but it was not necessary to 
co-operativise in a short ‘period all the small industrialists 
and merchants, including the general service trades. With 
the private industrial and commercial establishments coming 
under State-private ownership, large numbers of directors, 
accountants, and cashiers—‘“‘leading personnel’’—have ap- 


peared, and money has filled their pockets. Moreover, 
trouble has been added to consumers. Could there be any 
disturbances if these people were allowed to run their 


businesses independently under the leadership of the power- 
ful State economy? 

The Party organ, the Shenyang Jih Pao, emphasised 
that the central problem brought up by these two critics 
was to do away with the absolute leadership of the Party 
which, said Huang, “is for the purpose of strengthening the 
Party leadership and making the Party a vanguard. All the 
advanced political parties must possess the following con- 
ditions: devotion to the country and people, working for 
the country, the people and mankind, having their own far- 
sighted political ideals and clear and independent political 
programme. They are not supposed to be organised as a 
privileged class, superiors of the people; nor are they 
supposed to divide the political spoils and become People’s 
Emperors. Whoever speaks for the interests of the people 
will find plain sailing; whoever betrays the people will fall 
from the stage of history. 

“Take the Kuomintang, for instance. Under Dr. Sun 
Yat-sen’s leadership, the San Min Chu I spoke for the 
interests of the people; that was why the K.M.T.. though 
empty-handed, won the support of the people and over- 
threw the Manchu ruler. Chiang Kai-shek had eight million 
(sic) troops and American help, but he was knocked down 
because he betrayed the people. History bears out that as 
soon as a privileged group appeared there were bound to be 
the ruler and the ruled, and there were bound to be anta- 


October 3,-1957 


gonistic contradictions. The alternation of peace and dis- 
order in the history of China was mainly due to the emer- 
gence of the ruler and the ruled and the emergence of 
political and economic inequality. Originally, all sided 
with the people but later one section turned to oppress the 
people and lorded it over the people. When the people 
‘could not even lead the life of a slave’ they rose up. That 
is the way history takes its course. This is our lesson.” 


Huang Chen-lu pointed out that before liberation the 
Party enjoyed a high prestige, maintaining intimate con- 
nections with the people and getting united with the 
people; and there were no such contradictions as exist 
today. After the founding of the Republic, particularly in 
the last year or two, the Party became the superior to the 
people and had become privileged, praising itself for its 
“greatness, glory and correctness.’ and placing itself both 


above the State and above the people. For this reason 
Party prestige was falling day by day. More and more 
persons with impure motives join the Party; they join 


because they can thereby win glory and acquire power, 
influence and money. “Imbued with despicable  indivi- 
dualism, they insinuate themselves into the favour of the 
Party, flatter the Party, bow to the Party and obey the 
Party on anything. After joining the Party, they become 
arrogant, take an improper measure of themselves, and use 
the title of Party member as a step to advancement. They 
lecture others, reprimand others, overhear others, hasten to 
make reports, and become the Party’s informers. The 
Communist Party has 12 million members, less than two 
per cent of the total population. The 600 million are to 
become obedient subjects of these two per cent. What 
principle is this? The absolute’ leadership of the Party 
must be dione away with. The privilege of Party members 
must be done away with.” 


The argument was continued by Chang Po-sheng. He 
said that now that the Party is in a privileged position, 
Party members of poor talents are found everywhere oc- 
cupying high positions. Old Party members, forgetting the 
tradition of working for the nation and the reople, are 
fond of flattery and loathe criticism. The Party Centre 
takes the lead, setting a bad example to those in low places. 
The Press unanimously sings the praises of the Party. High 
positions and rich emoluments attract a group of activists 
who, like a swarm of flies, cling to a plate of honey, form- 
ing a wire entanglement and iron wall between the Party 
and the masses. ‘‘We warn the Party,’ he gesticulated; 
“beware of organisational and ideological ossification.” It 
was logical and right for Party leaders to take over the lead 
and the highest positions at the founding of the People’s 
Republic. But conditions had changed and (lemanded the 
liquidation of the absolute right of leadership and privilege; 
otherwise the course of history would be obstructed. Only 
when the privilege of Party members is done away with 
will genuine Communists join the Party, and only such 
Party organisations could preserve their purity and lead the 
State by way of their correct policy; otherwise the Party 
and socialism would be buried. 


“There is no socialist «lemocracy in the years after 
liberation, and what democracy there is, is only in form and 
it lacks even the pseudo-lemocracy of the capitalist coun- 
tries. The Constitution is a scrap of paper and may not 
be cbserved by the Party. Outwardly we have democratic 
election, united front policy, and non-Party people exercis- 
ing leadership; actually, the Party exercises dictatorship and 
a few persons of the Political Bureau of the Party Centre 
exercise absolute power. Since the election of the people’s 
deputies is not democratic, the election is actually a variety 
of appointment. Although some non-Party people shoulder 
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the leading posts, they perform duties but have no power. 
The point is not whether some sit in the revolving chairs 
but whether there is actual authority. Nor is there de- 
mocracy within the Party. The convening of the 8th 
National Congress, for instance, was a great event, but 
which Party member could bring his views to the Congress? 
Party organisations at the lower levels and Party members 
can only study and carry out the resolutions of the 8th 
National Congress. Hence they are not interested in the 
resolutions. The claim that Party members may criticise 
the work of the Party Centre is empty talk. As to freedom 
of assembly, association, and publication, it is only a thing 
written in the Constitution; actually, citizens can only be- 
come obedient subjects or, to use a harsh word. slaves. The 
Party is the Emperor and an august and sacred body. Who 
dares to oppose it holding as it does the sword of State 
power in one hand and the bible of Marxism-Leninism in the 
other? You will be either labelled an anti-Marxist-Leninist 
or handcuffed with unfounded charges.” 


Not only must the absolute leadership be done away 
with, but the system of general election campaigns be put 
into effect, and people allowed freely to organise new poli- 
tical parties and social bodies and to put out publications 
so as to open the channels of public opinion, supervise the 
government, combat cheap praise and encourage the people 
to oppose an undesirable status quo, even if it should mean 
opposition to the Communist Party—provided they do not 
stand against the people and socialism. 


The Constitution lays it down that the words of the 
National People’s Congress and its Standing Committee 
count in State affairs. But actually the NPC is nothing 
but a mud idol while the whole power is in the hands of 
the Party Centre. The NPC merely fulfils the formality 
of raising hands and passing resolutions. In all these years, 
said Chang Po-sheng, one seldom saw a Standing Committee 
member putting forward an important motion, though occa- 
sionally some were able to publish unimportant notes on 
inspection tours. What is more laughable the People’s Poli- 
tical Consultative Conference (PPCC), which tis said to re- 
present the United Front, spends its main energy on work 
connected with the organisation of studies. Actually the 
PPCC does not interest itself in politics; or else, it interests 
itself in politics but does not administer political affairs, 
or administers political affairs but holds no consultations. 
The NPC has hands (voting by show of hands) and the 
PPCC has voice: like two paper flowers the NPC and the 
PPCC decorate the facade of democracy. Insofar as the 
NPC and PPCC are concerned, the Party is an Emperor 
above the Government and above the Constitution. The 
Party not only substitutes the Government but also sub- 
stitutes the Constitution and the NPC. All kinds of im- 
portant questions are «lecidedi upon by six persons at their 
table and the destiny of 600 million is dictated by the pen 
of these six persons—Chairman Mao, Liu Shao-chi, Premier 
Chou En-lai and those above the rank of Secretary-General 
of the Party Centre. And how can they know the actual 
situation? At best they can make an inspection tour of 
the Yellow River and swim in the Yangtze. The Party 
Centre has never criticised itself publicly since the founding 
of the Republic. If this dictatorial obstruction to the na- 
tional affairs is to be changed, the Party must be removed 
from its higher position over the NPC and Government, the 
government placed below the NPC and the NPC must be 
made an organ exercising genuine power. The number of 
Standing Committee members should be increased and, if 
necessary, they may be divided into two chambers or even 
three chambers; the NPC deputies elected by general elec- 
tions; and the seats must not be divided among the poli- 
tical parties like a division of political spoils, because the 
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CCP and the democratic parties cannot represent all the 
people. 

Chang Po-sheng then assailed over-sized structures and 
superfluous personnel which, he said, were a cumbersome 
Joad on socialist construction. The four big systems—Party, 
Government ACFTU, and Youth League—are interwoven 
and their duties intermingled. The personnel of these 
organs, if carefully calculated, will be found enough to form 
two or three governments. Moreover incompetent persons 
are to be found everywhere who neglect their duties while 
taking the pay, and idleness of personnel to the point of 
bewilderment is a widespread phenomenon. This is a crime 
committed against the people. he said. The pay for one 
working personnel has to be provided by scores and even 
hundreds of peasants toiling the whole year round. The 
personnel work is wholly in a mess. Incompetent persons 
become leaders and competent ones become men without 
official standing. The personnel department should be 
given a complete shake-up on the principle of selecting the 
virtuous and appointing the capable. Structures should be 
strenuously simplified and superfluous personnel cut. In- 
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competent personnel should be demoted or fired. Some 
personnel should take a direct part in production. Full- 
time Party cadres should be drastically reduced. The work 


of the Trade Unions and the Youth League, which are or- 
ganisations of the masses, should be done by the masses, 
while their full-time cadres should be drastically reduced. 
It is learned that the Young Communist League of Yugo- 
slavia has only some 170 full-time cadres over the whole 
country, whereas China’s First Motor Car Plant alone has 
more than 100 full-time League cadres. If one is a Party 
member he becomes a leading cadre; if he is not a Party 
member, he is placed at the lower level. Whether the post 
is high or low, should be determined by whether one is equal 
to the post. Some veteran revolutionary cadres who have 
worked for the revolution for several decades but whose 
cultural level is low should be pensioned off or be given a 
job as a groom, and since a groom would get more than a 
university graduate appointed a department head he would 
be all the happier. Veteran cadres unequal to their posi- 
tions find their position unbearable. They lose weight be- 
cause of overwork! 


NATIONAL INCOME IN TAIWAN 


By Shen-Chu Shieh 


(Section Chief, National 


National income is the net gain arising from current 
economic activities of normal residents. It begins from 
production, linked by distribution, and ends with expendi- 
ture; expenditures then, again bring on new production 
and income. Under this procedure, economic circular flows 
are kept going on. For this reason, the form and meaning 
of national income are changeable corresponding with the 
stages of economic activities. To observe it from various 
angles rather than from a single angle is necessary for a 
better understanding of how it is formed, to whom it is 
distributed, and where it is used. 

A. From the productive aspect: National income is 
the factor cost of goods and services produced currently 
by the nation’s resources or the added value created cur- 
rently by the productive factors belonging to a nation’s 
normal residents—National Production. 

B. From the distributive aspect: National income is 
the part of world’s current production accrued to a nation’s 
residents, or the aggregate earnings of labor and property 
arising from the current production of goods and services 
by the nation’s economy—National Factor Income. 

C. From the expenditure aspect: National income is 
the current expenditures of normal residents on final pro- 
ducts, or the total expenditures of consumption and capital 
formation during the current period—National Expendi- 
ture. 

Theoretically, national production should equal to na- 
tional income, which, in turn, should equal to national ex- 
penditure, provided that they are counted on the same 
basis with regard to “gross” and “net,” “national” and 
“domestic,” ‘market value’ and “factor cost.” This is so 
because they are various forms of the same thing or various 
stages of the same flow. 


Knowing that, it would be easier to point out that 
there are many ways to approach the figures of national 
income and its relative aggregates. Not to speak of in- 


Income 


Division, DGBAS) 


direct methods used in social accounting such as national 
wealth study, input-output accounting, and flow-of-funds 
accounting, there are at least six direct methods which can 
be used in national income statistics. 

1. Production Approach 

(a) Value-Added Method: Intermediate products— 
goods and services purchased from other enterprises and 
used up in the process of production during the current 
year—are subtracted from the total value of production 
(sales and inventory changes), the result would be the 
unduplicated net output or added value confined to national 
income concept. 

(b) Final Product Method: In the above calculation 
of net output, the value of all intermediate products ap- 
pears positively as the output of one producer and nega- 
tively as the input of another producer. When all ac- 
counts of business are consolidated, all of them would be 
cancelled out. So it is suggested that the value of un- 
duplicated production may also be obtained by summing 
all final products which are those goods and services used 
either in consumption or in capital formation but not those 
used as part of current productive cost. 

2. Income Approach 


(a) Income Payment Method: To analyse business 
cost records and sum up their factor income payments, 
that would be the national income which theoretically could 
be divided into wages and salaries; rents; interest and 
profits; but practically is classified into: 


i, Compensation of employees. 


ii. Income from farms, professions and other unin- 
corporated enterprises. 


iii. Income from property. 
iv. Savings of corporations. 
v. Direct taxes on corporations. 


vi. Government 
preneurship. 


income from property and_ entre- 
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(b) Income Receipt Method: To sum up normal re- 
sidents’ factor income items shown above from receivers 
instead of payers. It is an important approach to show 
how national income is distributed. 


38. Expenditure Approach 


(a) Expenditure Method or Direct Method: To mea- 
sure the final outlay of normal residents on consumption 
expenditures and capital formation, it would be the equiva- 
lent of national product or national income. 


(b) Commodity Flow Method: Goods and services 
are classified into final and intermediate products item by 
item, then, final expenditures are calculated indirectly by 
using the following formulas: 

i. Final Expenditure or National Expenditure — 
tional Consumption + Capital Formation. 

ii. National Consumption — Production + Import— 
Export (consumption goods and service). 

iii, Capital Formation = Production + 
Export (capital goods). 


Na- 


Import— 


In addition to the above methods, there is a production- 
income payment method, which actually is a combination of 
1(a) value-added method and 2(a) income payment method, 
for example, the following is a profit and loss statement of 
Corporation A: 


Wages $ 40 Sales $100 
Raw material 20 Dividend received 5 
Rent 5 
Minus: 

Change in 

inventory — 10 
Cost of sales 75 
Profit 39 

$105 $LO5 


This may be adjusted into production statement as follows: 


Wages $ 40 Sales $100 
Rent 5 Change in 
Profit 30 inventory — 10 
Minus: Minus: 
Dividend received 5 Raw material 20 
$ 70 $ 70 


The right hand side of the above statement shows the 
calculation of value-added method, while the left illustrates 
the computation of income payment method. Two things 
are done simultaneously, so it is gaining more and more 
popularity in national income statistics. 

Of course, each of the above method has its particular 
content and use. For instance, value-added method is the 
simplest way to estimate a nation’s economic ability, pto- 
ductivity, and its industrial construction; income receipt 
method is the only way to gain knowledge about income 
distribution, people’s purchasing power and their living 
standard; and the expenditure method can provide us data 
about how much of national income or product has been 
consumed and how much of it can be used for economic 
development. Therefore, each one of them is useful for 
economic research and economic planning. 

Formerly, most of the countries estimated national in- 
come figures from only one or two aspects with reference 
to their social situations, economic conditions, general statis- 
tics as well as available funds and manpower. But since 
the publication of U.N. System of National Income Statistics 
(e.g., “A System of National Accounting and Supporting 
Tables” published by the Statistical Office of the United 
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Nations in 1955) data from all aspects are needed for com- 
pilations of comprehensive accounts and tables included in 
the System which is so far the best presentation of economic 
transactions among interrelated sectors. This is the reason 
why methods used and data involved in national income are 
much more complex than before. 


Il 


With regard to Taiwan’s national income statistics, it 
should be traced to “Project of National Income Survey in 
Taiwan” which was published by TPBAS* in 1949. Al- 
though many methods were suggested to measure national 
income in this project, actually, only simple value-added 
method was used to approach national products in Taiwan 
in terms of 1937 constant prices. To inflate constant prices, 
the “Index Number of Cost of Living of Civil Services in 
Taipei” was used as the “‘inflator.’”’ Apparently, it was 
rather rough as compared with methods used in more ad- 
vanced countries. 

In 1958, Dr. Theodore A. Sumberg, an American ad- 
visor, was invited to this Island and made many suggestions 
to our Government in the field of national income statistics. 
For the purposes of carrying out his recommendations, the 
DGBAS set up a National Income Division in August of 
the same year, and several remarkable improvements have 
been accomplished since then: 

1. In addition to value-added method which is used 
to meet urgent need of national product estimation, 
production-income payment method and expenditure method 
are newly adopted to calculate refined national income 
aggregates including national output, national outlays, and 
national income payments. As to the value-added method, 
there are also some modifications, such as the adoption of 
International Standard of Income Classification and the use 
of current unit prices. 

2. In respect of presentation, the U.N. System of Na- 
tional Accounting for ECAFE Countries is adopted which 
differs from the U.N. normal system basically in the omis- 
sion of capital transaction among sectors. In this system, 
six accounts and twelve tables are designed to show the 
inter-relationship of sectors and flows of income. 

3. In respect of sources of data, better and broader 
sources are always being sought after. Besides many small- 
scale sampling surveys conducted directly by the Division, 
many large-scale surveys such as Family Budget Sampling 
Survey, Industrial and Commercial Census, Agricultural 
Sampling Census and Population Census have been carried 
out by TPBAS, TPDOR, JCRR, TPDOA, MOI respectively 
with the help of DGBAS. 

Although there are still many difficulties facing us, and 
there are still much to be desired, we are doubtlessly on 
the way of progress in the field of national income study. 


Ill 


In this section, the statistics of national income estima- 
tions in Taiwan which are published by the Division are 
briefly described. 

First of all, it is worthy of note that the national in- 
come estimation of value-added method is very close to 
that of production-income payment method, and the differ- 
ence between them is under 1% in average. The detailed 
figures are given as follows: 


* DGBAS = Directorate-General of 
Executive Yuan. 


MOI = Ministry of the Interior. 

JCRR = Joint Commission on Rural Reconstruction. 

TPBAS = Taiwan Provincial Bureau of Budgets, Accounts, & Statistics. 
TPDOR = Taiwan Provincial Department of Reconstruction. 

TPDOA = Taiwan Provincial Department of Agriculture. 


Budgets, Accounts, & Statistics, 
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NATIONAL INCOME ESTIMATION IN TAIWAN 


(in terms of current prices) 
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Method Used 
(1) Production-income payment method 
(2) Value-added method 
(8) Difference ‘“‘(1)—(2)” 
(4) Percentage of Difference a Sp LOO 


Unit: NT$ million 


1951 1952 1953 1954 1955 
8,942 13,047 17,882 18,807 22,561 
8,885 12,957 17,690 18,521 22,486 
57 90 192 286 75 
0.64 0.69 1.07 1.52 0.33 


The following table shows Taiwan National Product in terms of current prices and 1951 prices. 


NET & GROSS VALUE OF NATIONAL PRODUCT IN TAIWAN 


(In terms of current money value (A) and 1951 money value (B) 


I Net domestic product (at factor costs) 
Agriculture, forestry, fisheries, animal 
husbandry 
Mining 
Manufacturing 
Building 
Power, gas, & water supply 
Commerce 
Storage, transportation and communi- 
cation 
Banking 
Government services 
Other services 
II National factor income 


III Net national product (I + II) 
(national income) 
IV Capital expenditure & maintenance 


V_ Indirect taxes 
Subsidies | 
Gross national product 
(UE + IV + V — VI) 
(at market prices) 
Total population (thousand) 
Per capita income (III + VIII) ~ 
X Per capita gross product (VII + VIII) 


From the above table: 


(1) 


1951 

(A) (B) 
8,891 8,891 
2,980 2,980 
81 81 
1,591 1,591 
435 435 
105 105 
1,162 1,162 
445 445 
120 120 
1,162 1,162 
810 810 
26h ag 
8,885 8,885 
637 637 
1,270 1,270 
13 13 
10,779 10,779 
8,467 8,467 
1,049 1,049 
1,273 1,273 


National income or net national product at factor 


cost in terms of current prices increas¢d from 8,885 million 
dollars in 1951 to 22,486 million dollars in 1955, that means 
an increase of 153.08%, but in terms of 1951 prices, the 


increase was only 61.81%. 


(2) 


Per capita income in terms of current prices in- 


creased from $1,049 in 1951 to $2,310 in 1955, the rate 


of increase in five years is 120.21%. 


But in terms of 1951 


prices, the rate of increase is 40.80%, which is 21% lower 


than that of national income. 
the increase in population. 


(3) 


This is, apparently, due to 


To compare the rates of increase of outputs in- 


dustry by industry, we find that mining leads with 197.53%, 


banks and 


other financial institutions 115%, commerce 


104.48%, construction 75.63%. public administration and 
defense 63.08%, agriculture, forestry and fishery 58.59%, 


and manufacture 52.73%. 


All of the above industries made 


remarkable progress, but for others, only steady growth has 


been achieved. 


(4) 


The following table shows the degrees of im- 


portance of various industries in making up the net do- 


mestic product of Taiwan. 


Unit: ‘NT$ million 


1952 1953 1954 1955 
(A) (B) (A) (B) (A) (B) (A) (B) 
12,960 10,525 17,693 13,212 18,525 13,514 22,490 14,380 
4,494 38,650 6,948 5,185 6,133 4,474 17,392 4,726 
273 222 261 195 311 227 376 241 
2.070. 1,681 2,459 T5886 938)13999.2;290 Ss sot 2,430 
623 506 906 CUT. ST Ont 786 1,195 764 

88 ou 145 108 105 76 199 12:0 

Q90 1779 38,5108 2,320) 3lese2 27S ero eb 2,376 
569 462 699 522) 800 584 948 606 
164 133 204 152 264 193 403 258 

1,446 2,174 A,771 153822 52,320) L679 sez .o64 1,895 

1,043 847 1,197 894 1,271 927 1,496 957 
—3 —2 —3 2 4 3 4 —3 

12,957 10,523 17,690 18,210 18,521 13,511 22,486 14,377 
857 696 946 706 1,175 857 1,421 909 

2,140 1,738 2,661 1,987 3,465 2,527 3,978 2,544 

130 106 4 3 95 69 A 3 
15,824 12,851 21,293 15,900 23,066 16,826 27,881 17,827 

8,726 8,726 9,036 9,086 9,374 9,374 9,733 9,733 

1,485 1,206 1,958 1,462 1,976 1,441 2,310 1,477 

1,818 1,472 2,356 1,759 2,461 1,795 2,865 1,832 

PERCENTAGE OF NET DOMESTIC 
PRODUCT IN TAIWAN—BY INDUSTRIES 

Industries 1951 1955 
Net Domestic Product. .........---4.-......... 100.00 100.00 
Agriculture, Forestry Hunting and 

Pishéty*" ee es 2 tee rtd ee 33.52 32.87 
Mining and Quarrying . 91 1.67 
Manufacturing! ten ieee se5. cn enna 17.90 16.90 
Gonstructionsn. 2st: 4.89 5.31 
Electricity, Gas and Water _................... 1.18 89 
COMMEECeM ate. Set + fo... Peete enn 13.08 16.52 
Transportation, Storage and Communica- 

CIONS See ees eee ew spied oe 5.00 4.22 
Banking, Insurance and Red Estate ........ 1.35 1.79 
Public Administration and Defence _..... 13.07 13.18 
Other Services: eens Shoe See ee ae 9.10 6.65 


Following are six 


Taiwan, 1951-55: 


Account 1—Domestic Product: It is the consolidated 
production account of the given economy. The debit side 
of the account shows, at market prices, the sum of the 
product values added at each stage of production and is 


interrelated national accounts in 
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equal to the gross domestic product at market prices. The 
credit side of the account shows separately the consumption 
expenditure of the economy subdivided into public and 
private consumption. Capital formation is gross and is 
divided into fixed capital formation and _ the increase in 
stocks. In an open economy, exports net of imports re- 
present another use of product which is final from the 
point of view of the economy, so both exports and imports 
are listed in the account to give a total equal to the gross 
domestic product at market prices. The total of gross 
domestic product of Taiwan in 1955 is 27,889 million 
dollars, of which about 72.2% is used in private consump- 
tion, 17.4% in consumption expenditure of the government, 
and 4.6% in capital formation. Exports net of imports are 
about—4.3% of the total. 


Account 2—National Income: Apart from the special 
treatment of depreciation provisions, this account differs 
from the appropriation account of enterprises in that the 
value added in production taking place in other sectors and 
the whole of the net factor income from abroad are 
routed through it. On the credit side, the total of gross 
domestic product at factor cost is transferred to this ac- 
count from the first account, all net factor income from 
abroad is added and depreciation provisions are deducted. 
The distribution of national income is shown separately 
on the debit side of the account. As to the distribution of 
national income of Taiwan in 1955 which totaled 22,561 
million dollars, the percentages are: compensation of em- 
ployees 40.9%; income from farms, professions and other 
unincorporated enterprises 37.5%; income from _ property 
18.4%; direct taxes on corporations 2.4%; and government 
income from property and entrepreneurship 1.4%. 


Account 3—Domestic Capital Formation: It is a con- 
solidated capital account. In addition to the capital forma- 
tion of enterprises proper, it includes enterprise undertaken 
on behalf of households, private non-profit institutions and 
the government. The debit side of the account gives a 
comprehensive statement of gross domestic capital forma- 
tion, and on the credit side the sources for financing them 
are listed. The gross domestic capital formation amounted 
to 4,064 million dollars in Taiwan in 1955, of which, 85.8% 
occurred in fixed capital formation and 14.2% in increase 
of the stocks. 34.1% of it was financed by depreciation 


Account 1. 


1951 1952 1953 1954 1955 


1.1 Gross domestic pro- 
duct at factor cost 
(2.9) 9,664 18,881 18,791 19,970 23,966 


1.2 Indirect taxes (5.7) 1,169 1,999 2,425 3,296 3,978 
1.3 Less subsidies (5.2) 12 130 13 108 55 


—— ee ee 


Gross domestic product 
at market prices 10,821 15,750 21,203 23,158 27,889 
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provisions; 30.5% by private saving; 7.6% by government 
savings; and the balance was financed by surplus of the 
nation on current account. 


Account 4—Households and Private Non-Profit Institu- 
tions: The account shows the incomes of households and 
private non-profit institutions derived from all sources and 
the disposition of these incomes among consumption ex- 
penditure, direct taxes, current transfers to government and 
savings. In Taiwan, income of households and private non- 
profit institutions amounted to 21,915 million dollars in 
1955. The sources were roughly the same as the distribu- 
tion of national income given above. As to the disposal of 
these incomes, 91.9% of them was used in consumption ex- 
penditure; 1.8% is direct taxes payment; 1.1% in other 
current transfers to government; and the balance, about 
5.7% came out as savings of this sector. 


Account 5—Government: This account is identical with 
the households and private non-profit institution account in 
nature. It shows the incomes of government derived from 
all sources on the credit side and the disposition of these 
incomes among consumption expenditure, subsidies, current 
transfers to households, interest on public debt and savings 
on the debit side. In Taiwan, the income of government 
in 1955 was 5,364 million, derived mostly from indirect taxes 
(74.2%). Only 15.2% of it came from direct taxes, 6.1% of it 
from income from property and entrepreneurship, and the 
rest from other current transfers from households. As to the 
disposal of these incomes, 89.3% of them was used in con- 
sumption expenditure, 2.5% in interests on public debt, 
2.4% in subsidies and transfers to households, only 5.7% 
formed as saving of this sector. 


Account 6—External Transactions: This last account 
represents a consolidation of the external accounts of the 
various sectors. The items included are essentially those 
relating to goods and services exported and imported, factor 
income payments to the nation are shown net on debit side. 
The balance of the items in this account is described here 
as the surplus of the nation on current account. In 1955, 
Taiwan’s foreign trade showed an 1,114 million dollars un- 
favourable balance, the net income payment to the nation 
also showed a 4 million dollars in the negative. So the sur- 
plus of this current account is—1,118 million dollars in 
total. 


Domestic Product 


Unit: Million N.T.$ (in terms of current prices) 


1951 1952 1953 1954 1955, 
1.4 Private consumption 
expenditure (4.1) 7,074 10,366 15/475 17,194 20,147 
1.5 General Gov’t con- 
sumption expendi- 
ture (5.1) 1,875 2,693 3,145 3,935 4,792 
1.6 Gross domestic capi- 
tal formation (3.1) 1,808 2,019 2,540 2,737 3,487 
1.7 Increase in stock 
(3.2) 1,089 1,445 1,292 1,399 577 
1.8 Exports of goods 
and services (6.1) V87 = 4s2ee2,079) Leste 2A22 
Expenditure on gross 
domestic product 
and imports 12,483 17,955 24,531 26,896 31,125 
1.9 Less: imports of 
goods & services 
(6.3) 1,662 2,205 3,328 3,738 3,236 


Expenditure on gross 


domestic product 10,821 15,750 21,203 23,158 27,889 


Account 2. National Income 


1955 


9,236 


22,561 


1951 


2.9 Gross domestic product 
at factor cost (1.1) 


2.10 Net factor income 
payments from the 
rest of the world 
(6.2) 6 
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1952 


1953 1954 1955 


9,664 13,881 18,791 19,970 23,966 


—4 


2.11 Less provisions for 
the consumption of 
fixed capital (3.3) 


831 


906 1,159 1,401 


Net national product 
at factor cost 


8,942 13,047 17,882 18,807 22,561 


Domestic Capital Formation 


1955 


3,487 


577 
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1951 1952 1953 1954 
2.1 Compensation of em- 
ployee (4.5) 3,705 5,247 6,864 8,262 
2.2 Income from farms, 
professions and other 
unincorporated enter- 
prises (4.6) 8,550 5,335 7,740 7,042 
2.3 Income from property 
(4.7) 1217S Ob 2687 Tr eS U7S 
2.4 Saving of corporations 
(3.4) 59 64 — — 
2.5 Direct taxes on cor- 
porations (5.8) 139 261 230 268 
2.6 General Gov’t income 
from property and 
entrepreneurship (5.6) 282 256 192 165 
2.7 Less interest on the 
public debts (5.4) 10 lg 29 103 
2.8 Less interest on con- 
sumers’ debt (4.8) — — — a 
National income 8,942 13,047 17,882 18,807 
Account 3. 
1951 1952 1953 1954 
3.1 Gross domestic fixed 
capital formation 
(1.6) 1,808, 92,019" 2°540 2.737 
3.2 Increase in stocks 
(1.7) 1,089 1,445 1,292 1,399 
Gross domestic capital 
formation 2,397 3,464 3,832 4,136 4,064 


1951 


4,1 Consumption expendi- 
ture (1.4) 


4.2 Direct taxes (5.9) 


4.3 Other current transfers 
to general gov’t (5.10) 170 


4.4 Saving (3.5) 1,084 


7,074 
162 


Disposal of income 


1951 


3.3 Provisions for the 
consumptions of fixed 
capital (2.11) 


Saving of corpora- 
tions (2.4) 


Saving of households 
and private non-profit 
institution (4.4) 
Saving of general 
gov’t (5.5) 7 
Less surplus of the 


nation on current 
account (6.4) 


716 


3.4 
59 


3.5 


1,084 
3.6 


3.7 
—531 


1952 


831 


64 


1,528 


266 


—TT6 


1953 1954 


906 1,159 


211 


-1,252 —2,111. 


Finance of gross domestic 


capital formation 2,397 


Account 4. Households and Private Non-Profit Institutions 


1952 


1953 


1954 


1955 


10,366 15,475 17,194 20,147 


230 


417 
1,528 


393 


254 
1,439 


349 


345 
655 


283 


247 
1,238 


8,490 12,541 17,561 18,543 21,915 


1951 


4.5 Compensation of 
employees (2.1) 


Income from farms, 
professions and other 
unincorporated en- 
terprises -(2.2) 3,550 
Income from property 
(2.3) 


Less interest on con- 
sumers’ debt (2.8) 


Current transfers 
from general govern- 
ment (5.3) 


3,705 
4.6 


4.7 
’ 


4.8 


4.9 


18 


3,464 


1952 


5,247 


64 


3,832 4,136 


1953 1954 1955 


6,864 8,262 9,236 


7,748 17,042 


2,877 3,173 


74 


Income of households 


and private non- 
profit institutions 


8,490 12,541 17,561 18,543 21,915 
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Account 5. General Government 
1951 1952 1953 1954 1955 1951 1952 1958 1954 1955 
5.1 Consumption expen- 5.6 Income from property 
diture (1.5) 1,875 2,693 3,145 3,935 4,792 and entrepreneurship 
5.2 Subsidies (1.3) 1 130 13 108 55 (2.6) 282 256 192 165 325 
5.3 Current transfers to 5.7 Indirect taxes (1.2) 1,169 2,000 2,425 3,296 3,978 
households (4.9) 18 64 1 66 74 65.8 Direct taxes on 
5.4 Interest on the public corporations (2.5) 139 261 230 268 5381 
debt (2.7) 10 11 29 103 136 5.9 Direct taxes on 
5.5 Saving (3.6) 7 266 235 211 307 households (4.2) 162 230 393 349 283 
5.10 Other current trans- 
fers from households 
(4.3) 170 417 254 345 247 
Disposal of current 
revenue 1,922 3,164 3,494 4,423 5,864 Current revenue 1,922 3,164 3,494 4,423 5,364 
Account 6. External Transactions (Rest of the World Account) 
1951 1952 1953 1954 1955 1951 1952 1953 1954 1955 
6.1 Exports of goods and 6.3 Imports of goods and 
services (1.8) Vist 1,482 2;079" 1.631" 25122 services (1.9) 1,662 2,205 3,328 3,738 3,236 
6.2 Net factor income 6.4 Surplus of the nation 
payments to the on current account 
nation (2.10) —6 —3 —3 —4 —4 (3.7) —531 —776 —1,252 -2,111 -1,118 
Net lending to the 
rest of the world 137 26 181 —676 356 
Less, net international 
transfers received 668 979 1,349 1,441 1,480 
Statistical Discrepancy — 177 —84 6 —44 
Current receipts from Disposal of current re- 
abroad PLOT 4296 2.076) 1,627 2.08 ceipts from abroad 1,181 1,429 2,076 1,627 2,118 


JAPAN’S FOREIGN TRADE IN 1956 


By a Japanese Trade Analyst 


Japan’s foreign trade of 1953 was marked by the in- 
crease of imports on account of the vigorous domestic 
demands. It was aggravated conspicuously by the unavoid- 
able emergency imports of food owing to her poor harvest. 
Since the middle of 1954, however, the disinflationary policy 
was successfully pursued. Consequently, imports were re- 
strained; exports rose; and the balance of payments gradual- 
ly improved. Especially in 1955, exports were 23.4 percent 
higher than the previous year as compared with a 3.2 
percent rise in imports, the balance of the visible trade 
registering a surplus for the first time since the wxr. The 
foreign currency holdings also increased gradually from 
$779 million in May 1954 to $1,455 million in April 1956. 

Such favorable trend in foreign trade had been main- 
tained throughout 1956. Exports continued to rise, or 
24.4 percent higher than in 1955. What is noticeable is 
that imports which had been leveling off up to that time 
turned to a 30.7 percent increase. Thus, although the scale 
of trade remarkably expanded, the rise of imports exceeded 
that of exports, which resulted in an unfavorable visible 
trade and a decrease of the surplus by $200 million to 
$293 million in the balance of payments. 


Changes in the Background of Foreign Trade 


Whereas the foreign trade of Japan maintained a 
favorable tendency in 1956, striking changes were seen 


in the background from that of 1955. As the most im- 
portant factors of the sharp increase in exports in 1955, 
firstly vigorous investments and consumption in the United 
States and the, European countries and the increase of im- 
ports in the Southeast Asian countries attended with their 
development plans are pointed out. Secondly, it is men- 
tioned that, whereas export reserves of the Western coun- 
tries were prevented to grow on account of the active 
domestic demands, in Japan investments were conserva- 
tive, consumption did not much swell and prices were stabi- 
lized as compared with those of the other countries. The 
fact that the expansion of the Japanese domestic economy 
was sound and stable resulted in the slightest increase of 
imports. 


In 1956, the United States and the European countries 
sustained a so-called “heights plateau”; therefore, our ex- 
ports to these countries had been mounting. In the latter 
half of that year, however, the growth of equipment in- 
vestments in these countries became progressively less, their 
export reserves recovering. Exports of production goods 
of Japan experienced, accordingly, considerable difficulties 
due to the emergence of overseas competitors. 


In many of the Southeast Asian countries, on the other 
hand, their exports decreased and foreign currency holdings 
declined, so that the import restriction was generally—not 
only consumption goods—strengthened. As a result, our 
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exports to those countries could not enjoy such outstanding 
expansion in 1956 as in 1955. 


The Japanese economy which experienced a sound de- 
velopment in 1955 attained a rapid expansion in 1956. Pro- 
duction and investments rose 21 percent and 78 percent 
respectively; consumption expandea sharply. A  consider- 
able amount of export goods were, therefore, consumed 
domestically. For instance, exports of iron and steel, 
which increased 55 percent in 1955 decreased approximately 
30 percent in 1956 due to the pressure of domestic demands. 
On the contrary, imports advanced in order to meet subse- 
quent swelled domestic requirements. 


FaR EASTER 
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sterling settlements from open account. Naturally exports 
to the open account area fell 20 percent. 


Import exchanges increased 33.6 percent as compared 
with the previous year. Especially an advance of imports 
in sterling was outstanding, or 62.4 percent higher than 
1955. Although the fact that the trade settlement formula 
with the Western countries was switched over to sterling 
settlements is taken into account, the advance of imports 
from the sterling area was remarkable. The sterling hold- 
ings, therefore, declined from £98 million in January 1956 
to £33 million in December, the same year. The total for- 
eign currency holdings increased by $118 million during a 
year to $1,435 million at the year end. 


Table 1 


Foreign Exchange Receipts and Payments 


Receipts 

Visible Invisible exports, 
exports donations and Total 

capital transactions 
1950 772 235 1,008 
1951 cn IPADY! 943 2,240 
1952 con UAH 949 2,239 
1953 pe LL 56 963 2,120 
1954 1 L582 776 2,309 
1955 . 1,954 713 2,667 
1956 2,402 822 3,224 


Such tendencies were remarkable in the latter half of 
1956. Whereas exports in the latter half increased 20 
percent as compared with the same period of 1955, im- 
ports showed a 38.6 percent rise. Imports of raw materials 
were, among others, very high. The inventory of raw 
materials was decreased to a considerable extent owing to 
the disinflationary policy in 1954, thus requiring a replenish- 
ment. To boot, the expansion of the domestic economy 
and the production growth contributed to the sharp import 
rise. 

With regard to export and import prices, export prices 
which continued to level off in 1954 and 1955 registered 
a 4.4 percent rise on account of the price jump of metals, 
metal products and ceramics, while import prices fell 2 
percent reflecting the slump of textile prices. Consequent- 
ly, the terms of trade turned favorable, the Japanese foreign 
trade showing an advantageous position on the price side, 
as compared with the previous year. 

The year 1956 saw, on the whole, a continuing favor- 
able foreign trade. Nonetheless, the untavorable conditions 
having been gradually manifest, the future outlook does not 
warrant optimism. 


Receipts and Payments of Foreign Exchange 


The receipts and payments of foreign currency ex- 
change of 1956 showed $3,224 million for the former and 
$2,931 million for the latter, witnessing a surplus of $293 
million. Of the receipts, export exchanges inaicated $2,402 
million and import exchanges $2,470 million, the balance 
of foreign trade exchange registering a deficit of $68 mil- 
lion. It was a decrease of $174 million as compared with 
a surplus of $106 million in 1955, 

The review of Japanese exports by currency shows that 
exports in dollars were 45 percent higher than those of 1955, 
constituting 46 percent of the total export. Export ex- 
changes in sterling also rose 24.3 percent, which was ac- 
counted for by the fact that trade settlements with Ger- 
many, Thailand, Sweden and Italy were switched over to 


(in millions of dollars) 


Payments Pucessor 

Visible Invisible importg, receipts or 

imports donations, and Total payments 
capital tranactions — 
645 31 677 331 
1,725 184 1,909 331 
1,718 206 1,924 314 
2,100 212 2,313 —193 
1,961 247 2,209 99 
1,848 325 2,173 493 
2,470 461 2,931 293 


Area Pattern of Foreign Trade 


The most striking feature in 1956. as compared with 
1955, was the increase in the level of total exports to the 
countries of Africa. They were 90.9 percent more than 
a year ago. This reflected mainly a rush of vessel exports 
due to a world-wide tanker boom, as is seen by the fact 
that export to Liberia rose more than threefold. 


Exports to the United States maintained the same level 
of increase as that of 1955, owing to a continuing pro- 
sperity of that country and a large scale economic expan- 
sion in Canada. Exports of foodstuffs, textiles and other 
consumption goods increased strikingiy despite the im- 
port restriction in these countries. 


As to exports to European countries, they increased 
except those to the Netherlands. Exports to the United 
Kingdom, however, registered no more than a 4 percent 
increase owing to her inactive imports caused by the tight 
money. 


Exports to the adjacent countries such as Korea, Com- 
munist China, Ryukyu, Formosa and Hongkong advanced. 
Exports to Southeast Asian countries, on the other hand, 
did not experience so much growth as were anticipated, 
to Burma and Pakistan falling. Exports to Australia and 
New Zealand decreased to a large extent on account of 
their import restriction. 


To Argentina, exports dropped to half of those in 
1955. This resulted in a 1 percent fall of the total export 
to South America, in spite of the increase of exports to 
the other countries of South America. 


Imports witnessed a sharp increase except those from 
the Southeast Asian countries and South America. Imports 
from North America, one of the largest import markets to 
Japan, rose to a large extent, including iron ore and iron 
scrap as principal import articles. 


Machinery from the European countries, raw cotton 
from Egypt, and wool and wheat from Australia, all these im- 


October 8, 1957 


ports rose steeply. Japan enjoying bumper crops during 
the past two years, imports of foodstuffs considerably fell, 
especially rice from the Southeast Asian countrics such as 


Thailand and Formosa. 


Table 2 


Exports by Country 


1955 


Country (A) 
Total 723,816 
Asia 303,460 

Southeast Asia 203,270 

Korea 14,218 

Communist China 10,277 

Ryukyu 18,288 

Hongkong 31,702 

Formosa 22,978 


South Viet-Nam, 
Cambodia, Laos 13,241 


Thailand 22,691 
Malaya 4,852 
Singapore 21,355 
Philippines 18,651 
British Borneo 377 
Indonesia 23,297 
Burma 13,786 
India 30,503 
Pakistan 15,839 
Ceylon 7,353 
Tran 8,072 
Saudi-Arabia 2,372 
Turkey 1,272 
Europe 74,086 
Sweden 4,815 
UK 21,876 
Netherlands 9,627 
France 4,182 
West Germany 9,058 
Italy 2,846 
North America 191,536 
Canada 16,254 
USA 161,722 
Mexico 2,656 
‘Cuba 1,747 
South America 53,533 
Peru 1,796 
Chile 1,401 
Brazil 12,032 
Argentina 28,485 
Africa 74,009 
Egypt 5,124 
Nigeria & 

Gold Coast 22,034 
Liberia 19,060 
Belgian Congo 1,226 
Union of 


South Africa 10,382 
Australia & Oceania 27,181 
Australia 19,842 
New Zealand 2,833 
Hawaii 2,478 


(In millions of yen) 


1956 
(B) 


900,229 


367,989 
235,173 
22,898 
24,242 
22,241 
48,406 
28,029 


23,474 
21,922 
5,652 
22,396 
19,981 
366 
27,282 
13,057 
37,907 
6,363 
8,733 
6,877 
2,932 
2,290 
90,135 
5,880 
22,749 
9,646 
5,056 
13,106 
6,005 
234,306 
24,885 
195,590 
2,548 
1,366 
48,273 
3,010 
2,682 
16,256 
14,016 
141,300 
3,741 


26,621 
81,233 
1,361 


12,465 
18,227 
11,114 
2,638 
2,499 


Ratio to 
the total 


100.0% 


40.0 
26.1 
2.5 
2.7 
2.5 
5.4 
3.1 


2.6 
2.4 
0.6 
2.5 
2.2 
3.0 
1.5 
4.2 
0.7 
1.0 
0.8 
0.3 


15.7 


B's 
increase or 
decrease (—) 
ratio toA 


24.4% 


21.3 
15.7 
61.0 
135.9 
21.6 
52.7 
22.0 


717.3 
—3.4 
16.5 
4.9 
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Table 3 
Imports by Country 


(In millions of yen) 
B's 


1955 1956 Ratio to increase or 
Country (A) (B) the total decrease (—) 
ratio to A 
Total 889,715 1,162,704 100.0% 43.6% 
Asia 825,421 377,253 32.4 7.0 
Southeast Asia 189,834 217,261 18.7 14.4 
Korea 3,434 4,004 0.3 16.6 
Communist China 29,080 30,113 2.6 3.6 
Ryukyu 5,738 7,990 0.7 39.2 
Hongkong 7aepR A 6,725 0.6 202.9 
Formosa 29,116 16,383 1.4 —43.7 
South Viet-Nam, 

Cambodia, 

Laos 1,982 2,029 0.4 2.4 
Thailand 22,841 12,641 wet —44.7 
Malaya 83,416 38,986 3.4 16.7 
Singapore 5,892 10,933 0.9 85.6 
Philippines 32,023 42,033 3.6 31.8 
British Borneo 7,707 10,997 0.9 42.7 
Indonesia 29,216 32,035 2.8 9.6 
Burma 16,480 15,254 1.3 — 7.4 
India 27,823 37,229 3.2 33.8 
Pakistan 16,951 18,224 1.6 GS 
Ceylon 989 abe Ey 0.1 18.5 
Tran 7,920 6,142 0.6 —22.5 
Saudi-Arabia 35,169 49,784 4.3 41.6 
Turkey 396 378 — — 

Europe 62,999 83,354 (he? 32.3 
Sweden i fie 2,508 0.2 46.4 
UK 13,650 23,969 2.1 75.6 
Netherlands 4,129 4,361 0.4 5.6 
France 5,507 7,774 0.7 41.2 
West Germany 16,648 20,221 1.7 255 
Italy 4,717 3,513 0.3 —25.5 

North America 867,558 516,063 44.4 40.4 
Canada 39,175 51,885 4.5 32.4 
USA 278,021 383,259 33.0 37.8 
Mexico 30,230 46,119 4.0 52.6 
Cuba 9,906 22,138 1.9 123.2 

South America 37,432 45,960 4.0 22.8 
Peru 3,880 9,243 0.8 138.3 
Chile 278 1,698 0.1 610.8 
Brazil 21,340 18,075 1.6 —15.3 
Argentina 8,006 12,963 aleil 61.9 

Africa 22,664 36,520 3.1 61.1 
Egypt 10,643 15,505 1.3 45.7 
Nigeria & 

Gold Coast 62 224 — — 
Liberia 19 484 — — 
Belgian Congo 45 58 — — 
Union of South 

Africa 6,295 9,492 0.8 51.4 

Australia & Oceania 73,569 103,542 8.9 40.7 
Australia 63,974 89,436 Tah 39.8 
New Zealand 2,419 3,387 0.3 40.0 
Hawaii 365 381 — — 


Commodity Pattern of Foreign Trade 


The striking feature of exports of 1956, seen in terms 
of commodity, was a decrease of iron and metals on the 
one hand, and a sharp rise of vessels, cement and a favor- 
able tone of consumption goods including textiles on the 
other. 

Exports of textiles amounted to Y313,600 million ($871 
million) or only 16 percent higher than the previous year. 
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They, however, still form a majority of Japanese exports. 
Exports of cotton fabrics to Hongkong, Singapore, Ceylon, 
South Viet-Nam and Indochina advanced sharply, replac- 
ing iron and steel exports as the most important export 
goods. It is said that some of the exports to Hongkong 
and Singapore were reexported to the Southeast Asian 
countries. Exports of raw silk and staple rayon decreased 
to some extent as compared with the previous year, while 
exports of silk fabrics, rayon fabrics and spun rayon fabrics 
were more than 40 percent higher than in 1955. The chief 
destinations of the latter were the United States, Hong- 
kong and the countries of Africa. Exports of iron and 
steel, which registered a 55 percent increase in 1955 as 
compared with the previous year, ranking first in the exnort 
commodities, fell 14 percent to amount to Y80,400 million 
($223 million). This was caused by the fact that the in- 
crease of domestic demands restrained the growth of steel 
exports, and that the European countries recovered their 
export reserves of iron and steel owing to a slowing in the 
rise of investments. Moreover, exports of non-ferrous re- 
presenting a decrease of 24 percent, the total export of 
metals was 12 percent lower than the previous year. 


Of machinery, vessels fully enjoyed an unparalleled 
export boom and attained a spectacular jump. They rose 
233 percent as compared with the previous year ranking 
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second in cotton fabrics; consequently Japan became the 
largest export country of vessels. Exports of textile ma- 
chinery, which dropped sharply in 1955, witnessed a 38 
percent rise in 1956. As a result, the total export of 
machinery increased twofold, or 20 percent of the total 
export, 


Cement must be mentioned as one of the sharply grown 
export items in 1956. It still constituted no more than 
1.5 percent of the total export, but it indicated a surprising 
increase ratio of 70 percent. The rise is attributable to 
the fact that Communist China emerged as a new mar- 
ket for our cement exports as well as to the increase of 
cement exports to Indochina, Korea and Ryukyu. 


In the export of foodstuffs, a 60 percent increase of 
fish exports was noticeable. Especially those to the United 
States, Canada and the United Kingdom increased strikingly, 
occupying 68 percent of the total fish export. 


Then how was Japanese imports, in view of commo- 
dity, last year? Imports of foodstuffs experienced a sharp 
decrease thanks to bumper crops during the past two years. 
On the contrary, imports of raw materials increased to a 
large extent on account of active investment demands in 
the country. Particularly noticeable were imports of iron 
scrap, non-ferrous metal ore and petroleum. 


Table 4 


Exports by Commodity 


(In millions of yen) 


Quantity Value 
: Ratio 
Unit 1955 1956 1955 1956 to the B/A 
(A) (B) total 
Food & foodstuffs 49,007 64,757 W2 132.2 
Tea tons 155,108 196,489 27,226 43,427 4.8 159.5 
Fish 1000 lbs 31,954 22,579 3,510 2,035 0.2 57.9 
Textile & products 269,786 313,587 34.8 116.2 
Raw silk bales 86,712 74,998 18,005 15,046 Lv 83.5 
Cotton yarn 1000 lbs 26,226 27,294 8,756 9,448 nest 108.0 
Rayon yarn 5 18,046 18,591 3,231 3,253 0.4 100.4 
Spun rayon yarn ss 39,224 33,536 5,897 5,779 0.6 97.8 
Cotton fabrics 1000 
sq/yds 1,138,829 1,262,049 82,757 95,989 10.7 116.0 
Silk Fabrics a5 30,022 47,884 5,662 9,074 0.9 142.4 
Rayon fabrics “f 342,549 438,105 21,847 31,652 3.5 144.9 
Spun rayon fabrics ” 521,391 695,160 29,667 44,046 4.9 148.5 
Clothes 38,377 44,128 4.9 115.1 
Chemicals 33,751 38,403 4.3 113.8 
Chemical fertilizer tons 762,875 919,490 15,010 17,923 2.0 119.2 
Non-metal mineral products 30,625 41,241 4.6 134.6 
Cement tons 1,206,244 2,111,670 8,098 13,681 1.5 168.6 
Ceramics 15,106 17,818 2.0 118.0 
Metal & products 138,942 122,369 13.6 88.1 
Iron & steel tons 1,988,521 1,290,540 93,418 80,420 8.9 86.2 
Non-ferrous 77,190 41,548 23,678 18,077 2.0 76.0 
Metal products 21,845 23,872 Las 109.5 
Machinery 88,835 174,095 19.3 195.7 
Textile machines & parts thereof 9,562 13,203 1.5 138.1 
Sewing machines 1,535,865 1,484,658 12,523 12,322 1.4 98.3 
Vessels 348 786 28,147 93,590 10.4 332.5 
‘Others 112,870 145,777 16.2 129.4 
Lumber M3 442,008 546,344 10,438 10,257 ad 98.3 
Toys tons 47,352 61,001 15,294 19,951 Ze 130.3 
Venner 1000 sq/ft 629,739 700,909 13,153 15,390 ale 117.8 
Total 723,816 900,229 100.0 124.4 
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Table 5 
Imports by Commodity 
(In millions of yen) 
Quantity Value 
Ratio 
Unit 1955 1956 1955 1956 to the B/A 
(A) (B) total 

Food & beverages 224,992 200,990 TES 89.3 
Rice tons 1,246,384 759,610 70,812 39,006 3.4 55.6 
Barley . 576,442 922,414 14,346 22,317 1.9 155.6 
Wheat = 2,287,453 2,277,022 60,275 59,541 5.1 98.4 
Sugar . 1,070,198 1,202,228 41,722 46,177 3.9 109.8 
Textile raw materials 216,669 287,401 24.7 LS 237 
Rayon pulp tons 78,175 126,515 5,870 9,542 0.8 163.5 
Wool 1600 lbs 205,359 291,671 59,196 79,707 6.9 134.7 
Raw cotton ‘s 1,090,034 1,496,116 137,961 172,940 14.9 125.2 
Hemp a 117,856 218,895 7,823 9,061 0.8 115.8 
Metal ore & scrap 66,869 164,379 14.1 245.8 
Iron ore tons 5,459,458 7,869,496 29,354 52,747 4.5 179.8 
Iron scrap a3 1,286,959 2,583,542 22,951 66,027 5.7 287.7 
Non-ferrous metal ore op 1,021,375 1,679,421 12,063 27,820 2.4 230.6 
Non-metals 25,367 34,458 3.0 135.8 
Phosphate ore tons 1,646,463 1,686,484 12,147 14,935 3 123.5 
Salt 5 2,025,019 2,303,800 7,775 10,783 0.9 136.4 
Fuels 104,040 148,553 12.8 142.7 
Coal tons 2,861,923 3,821,168 20,237 32,622 2.8 161.0 
Petroleum kl 12,144,718 15,130,332 81,863 112,824 9.7 137.6 
Other raw materials 120,770 129,506 11.1 107.2 
Raw hides tons 61,763 76,429 8,055 10,955 0.9 136.5 
Soya bean . 808,177 717,081 35,368 30,473 2.6 85.2 
Crude rubber % 87,669 106,881 23,852 26,457 2.3 110.9 
Lumber M3 2,051,859 2,586,015 22,243 29,189 2.5 131.2 
Chemicals 40,482 58,789 5.1 145.2 
Potassic manure tons 714,254 851,246 11,608 15,775 1.4 135.9 
Machinery 47,665 58,021 5.0 W217 
Others 42,863 80,609 6.9 188.1 
Beef tallow tons 117,382 105,592 9,110 7,961 0.7 86.8 
Total 889,715 1,162,706 100.0 130.7 


Imports of foodstuffs decreased except barley. Rice 
imports, above all, fell to half, especially from the United 
States, Thailand and Formosa. Imports of foodstuffs con- 
stituted 30 percent of the total import in 1955, but it was 
only 17 percent ‘last year. 


Imports of textile raw materials rose 33 percent, ani 
constituted 25 percent of the total import. Raw cotton 
imports saw a decrease in 1955, while in 1956, it ranked 
first of the import items reflecting the rising purchases 
from the United States, Mexico and Pakistan. Imports of 
iron ore, iron scrap and non-ferrous metal ore increased 
to a large extent as a result of vigorous domestic equip- 
ment investments. 


Imports of the other raw materials, except soya beans, 
registered an increase. Particularly petroleum imports in 
1956 were 37 percent more than the previous year, holding 
10 percent of the total import. 


It is worthy of special mention that Japanese imports 
in 1956, when broken down by commodity, were charac- 
terized by the sharp increase of raw materials. The 1955’s 
export advance was due, largely, to the favorable business 
conditions of the overseas countries and the soundness in 
import accretion was attributable to the moderate expan- 
sion of the domestic economy. 


Because of the tight money policy pursued by the 
government from October 1958, prices were stabilized lower 
since 1954 through the first half of 1955, production being 
similarly lower. Thereafter, however, the stagnation of the 
economy turned again expansion in the latter half of 1955 


owing to the export improvement. Nevertheless, in 1955, 
imports of raw materials were maintained low and the raw 
materials inventory decreased to a large extent, consequently 
a large quantity of raw material imports were required 
in order to cover the inventory shortage and furthermore 
to keep pace with the production accretion. This was re- 
flected in the rush of imports in 1956. 


Outlook of 1957’s Foreign Trade 


The Japanese foreign trade continued to expand. It 
has been changing gradually, however, since the deficit of 
the visible trade again proved considerable in the latter 
half of 1956, and some precautions are now being required. 
ifere emerged a pessimistic view on our foreign trade that 
since the rise of exports has gradually moderated due to the 
prosperous business conditions in the country and the im- 
port restriction abroad, and imports have continued to swell 
owing to vigorous domestic demands, the _ international 
balance of payments will therefore go into the red. 


Such view was justified in the first quarter of 1957. 
Exports (in foreign exchange) of the period January-March 
in 1957 rose 16.6 percent as eompared with the same period 
of 1956, while the rise of imports showed 59.4 percent. 
This resulted in a deficit of $184 million in the visible trade 
and $131 million in the balance of payments and a decrease 
of $250 million in the foreign currency holdings. 


As far as Japanese exports are concerned, there are 
not so many pessimistic factors. The latter half of 1956 
saw a 15.7 percent export increase as compared with the 


434 


previous half, and this year has been still experiencing its 
advance. Exports of iron and steel were slowed down 
due to the pressure of supply-demand situation in the 
country, while those of textiles were active. The import 
restriction of the United States to Japan was a threat to 
our country, but exports of consumption goods to the United 
States sustained an increase, which is expected to continue 
barring the recession of the United States economy. It 
is a problem to Japan that the Asian countries are imposing 
import restrictions. However, there is a possibility for our 
exports to these areas tod grow further considering the fact 
that exports to Communist China have been expanding and 
the CHINCOM is relaxed. Such being the case, it may be 
said that Japan enjoyed brisk exports even though with 
some questions therein. And so will she do in the near 
future. 


Imports are, on the other hand, a debatable question. 
Some optimists view that imports will decline shortly since 
the rise of imports of raw materials in 1956 was extra- 
ordinarily high exceeding by far the economic expansion. 
The others forecast that they would not decline as long 
as the vigor of equipment investments is maintained, be- 
cause such swelled imports are necessary to meet the exist- 
ing inventory shortage, and that the rise cannot necessarily 
be said to be extraordinarily high in terms ot Japan’s 
economic scale. 


ECONOMIC SITUATION IN 


In reviewing the economic trend during the fiscal half 
year ended March 31, 1957, we find that Japan continued 
to attain steady economic progress in every aspect, while 
the world economy has begun to slacken its tempo of ex- 
pansion. Especially, the expansion of Japan was stirred by 
the Middle East troubles last fall, and in addition, by the 
expectation of the positive policy of the former Ishibashi 
Cabinet. In the course of this rapid and intensive economic 
improvement, however, there have been appearing certain 
_ gloomy indications, which are giving rise to anxiety about 
the present prosperity. Although business indexes show 
the general growth of sales and profits, it should not be 
overlooked that the pace of development is slowing down, 
and at the same time, the business results differentials among 
industries or enterprises widen rapidly. Under such con- 
ditions, it is said that the good time of the boom is passing. 


Problems with which Japan’s economy is confronted 
are, first of all the shortage of electric power, coal and 
transportation capacity. Here is the bottleneck of the 
future economic development. Secondly, wholesale prices, 
mainly of productive goods, have gradually moved up since 
last year, worsening the international trade conditions to a 
considerable extent. The third feature is that the flourish- 
ing production and investment have been generating a rapid 
increase of import, to cause the outflow of the country’s 
foreign exchange reserves, the balance of which decreased 
since the beginning of this year to US$1,185 million at the 
end of March, though it marked the peak of US$1,454 mil- 
lion in last April. In addition, new equipment installed in 
recent years has become operative, and consequently a ten- 
dency of over-production in certain consumption goods in- 
dustries has come to the surface. Besides the aforemen- 
tioned conditions, taking account of the keener export com- 
petition, which will be intensified when the European Com- 
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The rise of imported raw materials inventory was 45 
percent against a 20 percent increase of production. In 
view of the above fact, inventory is excessive; and the 
fact the Suez crisis also contributed to the speculative im- 
port rise should be also taken into consideration. 


On the other hand, swelling domestic demands were 
beyond anticipations, the index of imported raw materials 
consumption being steeply rising. As a result, despite 
the rising raw material imports, the index of the ratio 
of imported raw materials inventory did not show a larger 
increase. Therefore, so long as domestic demands mount, 
raw material imports would not subside. The inventory 
of some materials such as phosphate ore is excessive, but 
that of the others involving coal and iron ore proves de- 
ficient. 


On balance, the outlook of the Japanese foreign trade 
in 1957 is not as bright as it was during the past two years. 
Export is, however, maintaining a still higher level, and 
believed likely to do so in the future if the world business 
conditions keep favorable. Rising imports would be check- 
ed inevitably, if the forecast proves it right that the do- 
mestic equipment investments have reached a peak. It goes 
without saying that when the fever of domestic business 
activity overheats to the extent that it threatens to aggra- 
vate the’ balance of payments considerably, an adjustment 
through tight money is then required. 


FOR FIRST HALF OF 1956/57 


mon Market starts, one must conclude that Japan will enter 
into a very difficult economic situation. 


As regards the financial features in this period, the 
tendency of tightening from around last June was promoted 
by the year-end influence after little seasonal slackness in 
autumn. After New Year, the money shortage was further 
accelerated by the excess receipt of Ministry of Finance 
Account, which amounted to Y119.6 billion, chiefly due 
to the increase of tax revenue from the favorable business 
activities and the influx to the Foreign Exchange Fund 
Special Account of enormous exchange proceeds resulting 
from the excess of import. In addition, industrial circles 
demanded much money to expand and improve plant and 
equipment or to carry on adequate operation. Such general 
conditions being reflected in banking accounts, total loans 
of all banks showed an increase of Y582.2 billion during 
the term, which exceeded the increase in deposit of Y543.8 
billion. And the call money market in the first quarter of 
this year continued to be busy extraordinarily calling for 
ever higher money rates. To meet the situation, the mone- 
tary authorities released Y70 billion by means of bond buy- 
ing operation during the period, but it proved to be far 
from satisfactory to alleviate the prevailing money short- 
age. Consequently, banks were forced to resort to the 
Bank of Japan for ready money, and the latter’s loans rose 
by Y185 billion to Y276.3 billion at the term-end. The 
Bank of Japan note issue at the end of March reached 
Y666.2 billion, making an addition of Y66.7 billion in the 
term. In these circumstances, the Bank of Japan raised 
the financing rates by 0.365 per cent’ per annum, effective 
from March 20, the discount rate for commercial bills being 
raised to 7.665 per cent from 7.3 per cent, and at the same 
time, made a partial modification of the special penalty rate 
system, with a view to checking the overstrain of economic 
expansion and to maintain the existing prosperous plateau. 
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DEVELOPMENTS 


The question, ““What does the P.A.P. stand for” is not 
only being asked by the public; it is being worked out by 
the Party itself following the return of Mr. Lee Kuan Yew 
in the recent Tanjong Pagar bye-election. Lee Kuan Yew 
and those in the P.A.P. who share his policy, welcomed the 
bye-election as a means of proving that he could win the 
election, that he could win it by his own strictly constitu- 
tional methods, and that he could win it on the issue of 
the support of the constitutional proposals less the ‘“anti- 
subversive” clause. In this he succeeded. Other branches 
of the P.A.P. who saw in it a chance of showing their more 
threatening methods and more extreme speeches, were ex- 
cluded after the first week of the campaign and Lee Kuan 
Yew was able to assert and maintain control. But the 
question remained whether Lee represented the Party as 
well as his own constituency. The issue was put to the 
test at the Annual General Meeting when the Party policy 
was re-defined, and the new’ executive elected. The 
moderate group supporting Lee looking ahead to the City 
Council, Rural District and Legislative elections during the 
coming year wanted a clear policy on which to fight and 
to clear control of the executive which would ensure disci- 
pline behind the policy agreed by a democratically proven 
majority. But the Left-Wing of the Party sought to 
weaken the hold of the moderates of the leadership so that 
whatever the policy defined, they could turn it their way. 
They attempted to pack the meeting and only the rigid 
checking of membership cards. and the employment of the 
secret ballot (with polling. booths and ballot boxes borrowed 
from Government) frustrated this attempt and .500 left 
the meeting. 


Lee Kuan Yew proposed the policy motion, the essence 
of which was the achievement of a “independent, democratic, 
non-Communist, Socialist Malaya. He described the “smear” 
campaign which had been carried out in the branches against 
certain members of the executive, and to the allegations 
that the party was part of a Communist Front. This latter 
allegation he denied, but he said that the party must be 
“non-Communist” which he distinguished from “anti- 
Communist”. He said that the Party must accept the 
method of change of government by constitutional means 
in contrast to the Communist method of permanent dictator- 
ship. He asked those who supported the motion on policy 
to vote for the 8 members which the retiring executive 
were putting forward for election to the new executive. 
While the motion was passed by 1120 votes with 112 
against and 279 abstentions, only 5 of the 8 names pro- 
posed by the executive were elected from the 30 candi- 
dates for the 12-man committee. Lee Kuan Yew was re- 
elected at the head of the poll, but Ong Eng Guan one of 
the most effective workers on the committee and opposed 
to the growing influence of the extremists, was not re- 
elected. 3 of the 4 new members represented the left- 
wing of the party who through the Cultural and Educa- 
tion Committee, and concentrating in certain branches had 
been reviving the type of propaganda which led up to the 
riots of October last. 


The meeting was a defeat for the moderates who had 
not got the numbers in the executive for which they had 
asked. The extremists had given them the policy. had elect- 
ed the moderates round whom the standing of the Party 
had been built, but kept them under the control of an 
extremist majority. When the committee met, the mo- 
derates announced that in the circumstances they did not 
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have the moral right to take office, and only at the next 
meeting were the new officers elected with T. T. Rajah, a 
lawyer, taking over from Lee Kuan Yew, and Tan Chong 
Kin becoming President. The assistant secretary had held 
the post of assistant to Fong Swee Suan, now detained, when 
he was secretary of the Bus Workers Union. Two others 
were officers of branches which had followed an extremist 
policy. 


The effect, confirmed by the arrests to be discussed 
later, has been to weaken the influence of Lee Kuan Yew 
as a spokesman of what is the most difficult group to keep 
within democratic methods and to bring to accept demo- 
cratic purposes. All three sitting members of the P.A.P. 
in the Assembly are in the minority in the party which has 
always prided—not to say, preened—itself on its discipline, 
and the Assembly men will find it more difficult to make 
independent statements in the Assembly. Moreover as the 
extremists have no full-hearted voice in the Assembly the 
discussions in the Assembly will be of less power in re- 
solving actual political difficulties, and the extremists wil! 
turn their back on the Assembly to the task of organising 
for the election which can ensure hearing for their views 
at first hand. They are only going to maintain a moderate 
stand as long as they think it of value to conciliate the 
moderates in order to have them as spokesman, or as long 
as they fear the consequences of a split in the Party. As 
it was the moderate group who committed themselves fully 
to the policy of the constitutional agreement, the extremists 
may feel themselves less fully bound, and may attempt to 
re-open the issue. Events too have made clearer the para- 
dox of their policy of merger with the Federation of Malaya 
accompanied by activities which give the Federation Govern- 
ment publicly palatable reasons for delaying the merger. 


Arrests under the Public Security Act 


On the night of August 21/22nd, there were 35 arrests 
under the Public Security Ordinance. 5 weré members 
of the newly-elected executive of the P.A.P.; 11 were other 
officials of the P.A.P.; 15 were officers of certain trade 
unions; and four were on the staff of a political news-sheet 
published four times a week in Chinese. They were arrest- 
ed not because of the positions they held, but as individuals 
for their individual acts in using their positions for pur- 
poses other than those of the organisation. The Chief 
Minister made it clear immediately that the police action 
was taken with the full support of Government. They 
were not timed because of any immediate threat of riots, 
or fear of disturbances in connection with the Merdeka cele- 
brations, in the Federation. Action was taken because 
their subversive activities had become more frequent and 
more blatant. and it was considered better to head them 
off before they could gain the momentum which they gather- 
ed with fatal consequences last year. In his Press Con- 
ference after the arrests, Mr. Lim Yew Hock said, “Govern- 
ment will take action at any time if there is a threat to 
+he security of the country. .... We have arrested those 
Communists of whose activities we have clear knowledge. . . 
This is not an attack on genuine democratic Trade Union 
leaders who need have no alarm. . . . If the Communists 
penetrate any other political party, even the Labour Front, 
I would take similar action. . . . The Communist menace 
is always there. . . . You have got to do your damnedest 
to meet their threat. The Government has to show the 
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people that there is a better way of life than Com- 
munism’’. 

On the day following the arrests, the Government 


published a White Paper in explanation of its action. Its 
introduction includes a general statement of the policy of 
peaceful penetration and exploitation of democratic oppor- 
tunities which the Communists have followed since the in- 
troduction of the present constitution, and which is ‘‘parti- 
culariy dangerous at a time of rapid political change and 
social adjustment, when national ambitions for  self- 
government are being achieved”. The Paper then quotes 
examples of the revival of this policy in spite of the arrests 
of last October. An M.C.P. document written in April 1957 
defines their policy; ‘(Our fundamental policy is to remain 
under cover and act with dexterity and cautiousness while 
we conserve our strength. Our basic strategy is to expand 
and consolidate the patriotic National United Front in order 
to mobilise the strength of the whole people’. A later 
document describes how the M.C.P. sent ten people to join 
a farmers association, but advised them not to seek office 
immediately. They explain that they chose to penetrate 
the P.A.P. because it was the most “progressive” party, 
and that they must accept differences rather than split with 
the P.A.P. An earlier document had said that it was only 
because of lack of organisation that they did “not resort 
to armed struggle” after the failure. of the constitutional 
talks in 1956. More recently an M.C.P. document of advice 
to the P.A.P. said, “We hold that it is important to main- 
tain the armed struggle resolutely and we hope that every- 
one will support it directly. At the same time, we consider 
that apart from armed struggle, mass movement and mass 
struggle in the towns have also their great uses’. The chief 
form of activity has been in the organisation of picnics for 
Communist indoctrination through songs and games and 
‘lectures. Even the games are given Communist associa- 
tions. The line of one of the songs reads “Drive away the 
monkeys (i.e. the Europeans)—kill, and establish a people’s 
government’. The report continues to say that ‘‘there is 
known connection between underground elements of the 
M.C.P. and the groups now openly forming. For example, 
no less than 11 identified members of the secret Communist 
organisation are active in the trade union and political 
fields. If these Communist Front groups are allowed to de- 
velop and consolidate unchecked, they will very shortly be- 
come a most serious threat to security which could not be 
removed without a very strong risk of violence and blood- 
shed”’. 

In the detailed analysis of penetration of the Trade 
Unions, it shows how the Singapore General Workers’ Unions 
has attempted to take over the role and the tactics of the 
Singapore Shop and Factory Workers Union which was: dis- 
solved after its activities leading up to the riots of last 
year. The Trade Union Working Committee has been set 
up again under the same name as the similar organisation 
which was the cover for wide penetration last year. Former 
members of the S.S: & F.W.U. took over this existing 
S.G.W.U. They formed satellite groups of Unions; they 
brought the Unions into use.as political instruments; they 
again tried to ally with the T.U.C. in order to control its 
activities and set them in their direction; and latterly have 
been organising the Communist indoctrination picnics and 
concerts of Communist content and association. 


Similar tactics were used in the P.A.P. The same group 
worked through the so-called “Cultural and Education” Com- 
mittee of the P.A.P. They published a paper independent 
of the Party newspaper; they established their own com- 
mittees in the branches; they organised picnics and concerts 
for propaganda purposes. In July, they published an issue 
of their paper in defiance of the Central Committee; and 
adopted as their slogan “Intensify our Hsueh-Hsih’’, the 
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study for action slogan which dominated the Chinese Middle 
Schools last year. In a pamphlet announcing one of the 
picnics, the editor wrote, “We have decided to hold a large- 
scale picnic party to strengthen the unity of the Party mem- 
bers, te stabilise party organisation and enable the leftist 
group to make big strides for the future”. 


The conclusions of the White paper are these; “Once 
again a serious threat is developing. Communists and their 
agents are back in key positions, daily increasing their pro- 
paganda and their power, and steadily strengthening the 
extent of their control and thus again building up a united 
Communist Front”. To meet this threat, “The Government 
stands for ‘Operation Liberation’ which seeks to liberate 
Singapore from those who would risk the peace and security 
of the people of Singapore in order to speed their path to 
power, and to force an alien and unwelcome ideology on a 
practical-minded community. . . . If at this stage in Singa- 
pore’s political development, there has not been time for a 
strong public opinion to develop against the enticements and 
intimidations of Communists and their fellow travellers, 
the elected government in the interests of 4he people have 
an inescapable duty to step in and frustrate the attempts to 
create an essentially dictatorial Communist state.” 


Four more have been arrested since the original ar- 
rests, bringing the total to 39. Apart from some criticism 
that the suddenness of the arrests had not allowed time 
for the public to judge, the arrests have been accepted as. 
a necessity. The memories of last October are too vivid 
not to set the background to these recent arrests. There 
has been no attempt by the P.A.P. branches or the Trade 
Unions affected to organise a campaign against the arrests, 
and while they demand public trial, they do not, as they 
have in the past, assert that government’s charges are 
groundless. The only question they seek to raise is whether 
action under the Public Security Ordinance is the best in 
the circumstances. This: is a change from the reaction 
of previous years, and is a measure of the progress in 
Singapore in taking the measure of the problems within. 
And it has led to a welcome insistence that there can be 
too much purely political activity and that the urgent econo- 
mic and social problems get no less urgent as the population 
steadily grows from day to day, and the younger segments 
become an increasingly great proportion. One and not the 
most significant reflection of this feeling is the kite-flying 
on the part of certain groups of the Chinése Chamber of 
Commerce for a “National Party”, a party for the national 
interest. While it may be a healthy reminder that parties 
are means and not ends in a democratic. welfare state, 
there is little likelihood in Singapore, or anywhere else in 
a democracy, of the creation of a party to end all parties. 


Relations with the Federation 


With Independence in the Federation, there is an 
element of disappointment that Singapore is not sharing 
this spotlight in history with the Federation, but it is 
balanced by a realistic understanding that Singapore can- 
not, and should not, force herself on the Federation, and 
that the circumstances which favour a merger with the 
maximum of advantage to both territories have not yet 
been realised. The issue was raised in the Press by the 
news that the Federation Government were contemplating 
the introduction of a system of permits to cross the Cause- 
way. (And it was given greater credence by the port- 
cullis-like utilitarianism of the new Customs Buildings built 
astride the road at the Johore Bahru end of the causeway. 
A wonderful opportunity for a world-famous Gateway to 
Malaya has been lost). Opinion in Singapore, apart from 
that of UMNO was strongly against the proposal on the 
ground that the territories though more. separate than 
ever in political organisation were otherwise too close for 
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such a system to be introduced. The subject was debated 
in the Legislative Assembly on a motion of congratulation 
to the Federation Government, which was linked with an 
expression of the hope that the two territories could look 
forward to a future of integration. 


On the occasion of the attainment of Independence by 
the Federation of Malaya within the Commonwealth of 
Nations on 31st August, 1957, the Singapore Legislative 
Assembly, on behalf of the people of Singapore, sent to 
the Federal Legislative Council and the people of the 
Federation of Malaya greetings and congratulations at this 
historic time—the emergence of a new nation, taking its 
rightful place among the freedom-loving nations of the 
world; and good wishes for the future in which the peoples 
and Governments of both territories are inextricably bound, 
a future which therefore holds a challenge to good sense 
and tolerance which can only be successfully met by con- 
stant and unstinted goodwill, and by the closest of co-opera- 
tion in realising the desire of the people of both territories; 
for it is the prime interest of both peoples to merge into a 
single political unit within which as one people with one 
outlook and purpose, all may share the joy and fruits of 
happy Merdeka. 


Che Abdul Hamid bin Haji Jumat, the Deputy Chief 
Minister, said that there should not be too much talk of 
merger in the present state of public opinion in the Federa- 
tion. Mr. William Tan of the Liberal Socialist Party said 
Singapore had enough urgent problems which she must solve 
by herself in her own interest irrespective of the issue of 
a merger. Looking to the future, one of the problems of 
the Assemblymen will be to remember that the Federation 
is an independent and separate state, and that they will 
not relish censorious advice from Singapore on matters not 
affecting Singapore directly. 


Appointments 


Sir Robert Black will be leaving Singapore at the end 
of the year to take over the post of Governor of Hongkong. 
Mr. W. A. C. Goode the present Chief Secretary will suc- 
ceed Sir Robert. In the crucial months ahead until the 
new constitution comes into force, and the Yang di-pertuan 
Besar appointed, his experience of the rapid changes of the 
past two years and more, and his knowledge of the leaders 
will be invaluable asset. Mr. Nigel Morris is leaving Septem- 
ber to take up a post in the Police Inspectorate at the 
Colonial Office. He is succeeded by Mr. A. E. G, Blades 
who has until recently been Director of Special Branch, and 
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has been in Singapore before the occupation and continuous- 
ly since the Liberation. He has no rival in his knowledge 
of the subversive forces at work in Singapore. 


New Library 


On August 16th, Mr. Lee Kong Chian laid the founda- 
tion stone of the new Raffles National Library Building on 
the site of the old St. Andrews School part of which has 
until recently been occupied by the St. John Ambulance 
Brigade, and part of which is still occupied by the British 
Council. The present Raffles Library is inadequate in 
space, and its present rooms are required for the expansion 
and overdue modernisation of Raffles Museum. In 1953 
Mr. Lee Kong Chian gave $375,000 to Government to- 
wards the building of a new free and multilingual library. 
There have been delays with the appointment of a new 
Librarian and with urgent priorities for other building, the 
laying of the foundation stone ends the delay, and build- 
ing of the library which will cost $2,500,000 will begin in 
September. In addition to its role as a lending library, 
the new building will house the Government archives, and 
will be the centre for a Mobile Library scheme to meet the 
needs of the growing number of residents in the rural area, 
and in line with the development of the Rural District 
Councils and the extension of Adult Education. 


Telephone Strike Over 


The strike of the outside labour of the Singapore Tele- 
phone Board ended on August 20th. There had been one 
serious act of sabotage with the cutting of a main trunk 
line in High Street. On August 12th the Board issued a 
notice that those who did not return to work within a week 
would be issued with a notice of dismissal. However, the 
resumption of negotiations made this unnecessary. The 
men have gone back from Singapore’s most pointless strike 
on the understanding that the negotiations which Mr. Jamit 
Singh refused to begin when he called the strike will now 
begin. The pass for which Mr. Jamit Singh called the strike 
has been forgotten. After the loss of a month and a half’s 
wages, the men resumed work with the negotiations yet 
ahead during which they have promised neither to strike 
nor to “go slow’’, and with a loan to cover a month’s basic 
wages, and to be repaid over the next six months. If any 
of them thought they would get any satisfaction from hurt- 
ing the public they have failed, because the telephone 
service has continued with the Military assisting. The tele- 
phone girls have carried on work in spite of attempts at. 
intimidation and have called Jamit Singh’s bluff. 


HONGKONG’S BUILDING BOOM 


Influx of capital from SE Asia has sustained the 
building boom here. Many construction companies have 
even established branch offices in Singapore to induce 
foreign investment in HK real estate. Since early this 
year, increasing number of local general merchants, im- 
porters and exporters have also diverted capital to buy 
properties. Local banks also provide additional demand for 
land which has become very scarce. 


Up to the end of July, about $90 million was spent by 
various real estate operators for the construction of 1,286 
buildings. An estimated $165 million will be spent by 
building development this year as compared with $157 m. 
last year. Land prices have been stimulated to record 


heights. Land in the Central district of HK Island sky- 
rocketed to $600 per square foot with more buyers than 
sellers. Next in popularity is Jand in the Mongkok district, 
particularly around the HK and Shanghai Bank Building, 
reaching a record figure of $260 per sq. ft. North Point 
land is about $120 to $180 and approaching $200 along 
King’s Road; development of Chai Wan will further stimu- 
late quotations for land in this area. Prices for other areas 
have also advanced to following record highs: Causeway 
Bay between $120 and $200, West Point and Shaukiwan 
$50/$75, Tsimshatsui $130/$250, Hunghom $65/$80 and 
Castle Peak Road $100/$150 per square foot. No further 
transaction was reported recently in Kowloon Tong and 
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Kowloon Tsai districts; restrictions on the height of build- 
ing in these two splendid residential areas have discouraged 
further progress. What has been achieved in Kowloon 
Tsai during the last two years is very remarkable. 


In most areas, endless number of old buildings are 
being pulled down to make room for taller structures. New 
skyscrapers under construction in residential districts, in- 
clude several 8/9-storey buildings in mid-level on Caine, 
Bonham, MacDonnell and Robinson roads; about a «lozen 
12-18-storey structures from Causeway Bay to Shaukiwan; 
over ten 14/17-storey apartments in Tsimshatsui; and dozens 
of 8/12-storey blocks in Homantin, Hunghom, Tokwawan, 
Shamshuipo, Mongkok and Castle Peak Road _ districts. 


On the site formerly occupied by the Far East Motors, 
a 19-storey building to be called Far East Mansion will be 
built. The plan provides for two blocks to be linked on 
the ground and first floors with escalators running from an 
arcade on the ground floor to the shopping centre on the 
first floor. The block on the Nathan Road side will be used 
as a hotel and will have 320 rooms. The other block will 
have 180 residential flats. Other notable projects announced 
recenily include the 16-storey Mirador Mansion on Nathan 
Road between Carnarvon and Mody roads, the 14-storey 
Comfort Building on Nathan Road next to the Telephone 
Building, an 11-storey building at 231 Nathan Road, a $1% 
million structure on Leighton Road and a $5 million 138- 
storey hotel on King’s Road opposite HK Electric Company’s 
generating plant. 


‘More office blocks are also being erected in the Cen- 
tral district of HK. Walls are going up on the steel frame- 
work of the new Jardine House. At the site of the new 
Chartered Bank Building, the steel structure is stretching 
upwards. Several blocks away on Queen’s Road, the Yu To 
Sang Building is nearing completion while at its rear the 
old Tak Hing building has already been demolished. Other 
new skyscrapers in the Central district include the Central 
Building which will house the new Hongkong Hotel and the 
Li Po Chun Chambers next to the Marine Department. The 
long delayed work on the 34-storey Fu Centre which will 
cover the old site of the old Oriental Building and the 
present Butterfield & Swire offices will begin soon. 


Government continues to build more offices in Central 
district. The West Wing of the Central Government Offices 
is now under construction and will be completed early in 
1959. After completion, all Government offices now oc- 
cupying private office space will be moved into this new 
wing. At the present rate of development and taking into 
consideration the redevelopment projects of HK Land In- 
vestment Company in Central district, there should be 
enough office premises by 1960. At present investment in 
office blocks is yielding an annual interest of about 20%. 
The owner of Man Yee Building spent $8 m. on construc- 
tion and $6 m. in payments to former tenants as compensa- 
tion and to lawyers, sinking a total of $14 million in the 
venture. At present, monthly revenue from rental amounts 
to $320,000 which represents an interest of 20% per annum. 


A new feature in the construction of residential flats 
this year is the massive size of construction; there are few 
single-unit, 4/5-storey buildings. Business is almost mono- 
polized by about a dozen large construction companies which 
resulted chiefly from the rising land price which forces 
operators to build higher in order to cut down the relative 
cost of Jand for each floor. Tall buildings in turn require 
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larger sites and bigger capital thus pushing small investors 
overboard. On the other hand, many contractors in view of 
the low buying power of prospective small owners are using 
the cheapest possible labour and materials and completing 
the work in the shortest possible time so that they might 
offer their ‘‘masterpieces” at a low price. Consequently, 
many tall buildings are far from solid in structure and 
definitely coarse in appearance. 


Prices for flats however have come down. Most new 
flats are now on sale at $12,000 to $30,000 per flat; only 
a small number of apartments on the mid-level and in 
Causeway Bay and Tsimshatsui_ districts, which are of 
better construction and bigger in size, are priced over 
$50,000 each. The Governor House with a private swim- 
ming pool between Bowen and MacDonnell Roads charges 
$40,000 to $60,000 per flat. In addition to these tall apart- 
ments, 6/8-storey cheaper Chinese-style buildings can been 
seen almost on every back street and prices vary from 
$6,000 to $10,000 per flat depending on the floor space. (A 
Chinese-style building has no room partitions; a single flat 
consists of one large space only). 


The trend of building low cost flats has cut down the 
number of vacant flats on both sides of the Harbour. The 
Mirador Mansion is being offered at $13.000 per flat; pay- 
ments can be stretched over 24 months at about $520 per 
month. One construction company is selling flats by rooms 
at prices between $2,500 and $3,000 per room. This offer 
is attractive to people who have some savings and to those 
who have left,old buildings after receiving a few thousand 
dollars compensation money. 


New buildings at $3.000 per room and _ $6,000 to 
$30,000 per flat appear very cheap but taking into con- 
sideration the quality of these structures and the small 
floor space of each room, the relative value per square foot 
is indeed expensive. Yet small landlords are still able to 
get an interest of 20% per annum from letting these 
flats out at $50 to $100 per room. It is the tenant who 
suffers. A large number of tenants in these new flats came 
from old buildings; they are now paying more money for 
less space when compared with their former dwellings. 
Furthermore, the crowding of several families into a small 
flat and the squeezing of many bedspaces in a single room 
with everyone sharing a single toilet and using the same 
kitchen makes it difficult for the occupants to live together 
DANTON ER Many skyscrapers may become multi-storey 
slums. 


_ What are the prospects of real estate development in 
the long run? Most operators believe that only a sudden 
political storm could lead the current boom to a bust. The 
effects of such a storm, if ever it comes, would be calami- 
tous. Another cause for a possible bust is that speculators 
might liquidate their holdings if and when there appears 
any other investment outlet in Hongkong or in other coun- 
tries. There is no indication of such an everituality in the 
future. With local industries meeting selling resistance in 
various markets and HK’s entrepot trade remaining at a 
sluggish level and with only few countries welcoming 
Chinese investments, Hongkong’s real estate business will 
continue to attract capital from overseas Chinese as well 
as from local financiers and merchants. Recent drops in 
prices for structural steel and cement also indirectly help 
to retain the boom but land value will continue to go up 
while rental should decline depressing profit to a less attrac- 
tive margin. 


— Ricardo 
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HONGKONG INDUSTRIAL REPORTS 


During the first 8 months this year, factories manu- 
facturing garments, cotton cloth, cotton yarn and _ plastic 
goods enjoyed steady exports. Makers of rubber foot- 
wear, knitwear and gloves reported that demand from UK, 
Europe and other markets was not as strong as last year. 
Enamelware factories experienced a sluggish period during 
second quarter this year but recently increased production 
on better export demand. Last month, iron works had 
better business because scrap iron prices were at record 
lows while quotations for imported mild steel round bars 
rose making HK rounds more saleable. 


At present there operate about 3,350 registered fac- 
tories employing 147,000 workers. Exports of HK pro- 
ducts average HK$60 million per month. Recent establish- 
ments include a steel furniture factory, a wooden toy and 
a sports goods factory. Another new cotton spinning mill 
is under construction; it will have 15.000 spindles and 300 
looms. An American pharmaceutical manufacturer invest- 
ed several million HK dollars for a factory here to produce 
penicillin, streptomycin and other antibiotics. Major equip- 
ment, technicians and fine chemicals will come from US 
but local labour and resources will be mainly used. Con- 
struction of.an air-conditioned factory is to start soon and 
production will begin in autumn of 1958. In Shatin, N.T., 
one of the principal British companies has set up a dyeing 
and finishing works. 


* * * * 


Local industrialists reiterate that there is a shortage 
of skilled workers in HK. One manufacturer recommended 
automation to combat this shortage and to improve the 
quality of products. Theoretically this is the ideal solu- 
tion. But in practice there arise difficulties. Most fac- 
tories still survive on cheap labour and have not the capital 
for automation. There is also the problem of buying elec- 
tronics governed automatic machines. 

It is ironical that in spite of the large number of un- 
employed labourers there should be a shortage of skilled 
workers especially when the “skill” required for jobs in 
weaving mills, garment factories and other light industries 
can be easily mastered by any ordinary worker after little 
training. A logical solution therefore is to train the un- 
skilled workers here. The new Technical College with sup- 
port from local manufacturers and businessmen will be able 
to provide local factories with more skilled hands within a 
few years. Many factories are training young men for 
various jobs but the practice is not yet widespread. Most 
industrialists here still do not realise that among measures 
to improve the quality and to increase the quantity of their 
output, staff-training is as important as investment in new 
machinery. 

cd * * * 

During the first 8 months this year, export of HK cotton 
yarn was $5 m or 7.2% better than same period last year. 
Taking into consideration the drop of price this year, the 
quantitative increase was actually more than 7.2%. Ex- 
ports to Indonesia declined but local mills were able to in- 
crease exports to UK, Philippines, Burma and Cambodia in 
spite of keen competition from Pakistan products. On the 
other hand, local demand did not improve; weavers bought 
more Pakistan yarn because it is cheaper and piecegoods 
made from it also qualify for preferential tariff in Common- 
wealth markets. 

Consequently, large spinners installed weaving equin- 
ment to provide demand for their own yarn and those which 


already had weaving departments increased the number cof 
looms. This development multiplied the output of cotton 
piecegoods the export of which during first 8 menths totalled 
$150 m, representing a rise of 50% over same period last 
year. Thailand and Malaya bought less from here _ but 
exports to UK, Indonesia, South Africa and Australia rose; 
US also started to buy cotton piecegoods from here. The 
prospect at present is encouraging; most weavers have 
enough orders on hand to keep their looms humming till end 
of next March. 


The expansion of local weaving industry however is 
not without unhappy consequences. UK textile manufac- 
turers have repeatedly attacked HK’s exploitation of cheap 
labour and further tried to persuade UK Government to 
impose quota restrictions on import of HK piecegoods. Up 
to the present no such restriction has been introduced. A 
leading British firm here invested $5 million for the con- 
struction of a large dyeing plant where locally manufac- 
tured grey cloth will be processed into finished goods for 
overseas markets. Thus the export of grey sheeting to UK 
for finishing there may not be necessary. The new factory 
was registered under the name of Jardine Dyeing and 
Finishing Company with Messrs. H. D. M. Barton and H. 
Sidbury as subscribers. Production will begin during second 
half of next year. 


* * * * 


Export of plastics products to Thailand, Ceylon, Burma 
and Indonesia this year is lower than during 1956 but im- 
provement in shipments to US, UK, Malaya, Africa and 
Taiwan has been substantial enough to offset the decline; 
there was a 10% increase in total export value for the first 
8 months against same period last year. Production of 
plastic combs, tooth brush, soap box and other simple articles 
has slowed down; factories are now making more plastic 
toys. During the year, many small factories sprouted up. 
While a few big factories lead the industry with new pro- 
ducts, these small workshops make usually shoddy imita- 
tions of items manufactured by big firms and undersell them 


overseas. 
= x = * 


Hongkong toy manufacturers will display their pro- 
ducts at a Toy Fair to be held at Harrogate, Yorkshire, 
early next year. Over 300 exhibitors will participate. In 
addition to HK products, toys from the Commonwealth, 
US, Japan and Germany will be exhibited but most of the 
toys (80%) on show will be of British manufacture. At 
present HK toys are: popular in UK. British toy makers 
recently alleged that HK businessmen were _ substituting 
Japanese toys for HK products shipped to UK. The allega- 
tion was found to be incorrect. 


* * * z 


Several large garment factories are adding new ma- 
chinery and equipment to meet the growing demand for 
shirts from US, UK, and other countries. They intend 
to handle the production, from cotton spinning, cloth weav- 
ing, cutting to sewing, all by themselves in order to stan- 
dardise quality and cut down cost. A number of spinning 
and weaving mills which produce fine cloth have also started 
to make shirts for export. Competition is intensifying and 
soon small shirt makers may be forced out of business. 
Export of shirts during the first 8 months this year amounted 
to $56.7 m, about $10 m more than during the same period 
1956. 
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HONGKONG GOVERNMENT REPORTS 


AGRICULTURAL DEVELOPMENT 


The total land area of the Colony is 396 square miles, 
ov, 253,440 acres of which 12.9% is under cultivation. 
About 95% of the arable land lies below the 50 metre con- 
tour. About 73.4% of the land is covered with grass and 
small shrubs, and 8,100 acres or 3.2% is woodland. The 
bare and eroded land amounts to about 4.2% or 11,500 acres 
and the marshland and mangrove areas about 1.7% or 4,300 
acres. The great majority of farmers in this Colony would 
be classified as small-holders in Europe since their average 
holdings scarcely exceed two acres. 


RICE AND VEGETABLES 


The area under rice during the 1955/56 season was 
estimated to be 28,353 acres. The total yield is estimated 
to be 28,071 metric tons of paddy which is the equivalent 
of 19,088 metric tons of milled rice. Tsun Wan, which was 
once the principal vegetable producing area in the Colony, 
is rapidly being converted into an industrial area. The de- 
erease in the production of vegetables in this area, as com- 
pared with previous year, amounts to 880 metric tons. 
Fanling has become the main vegetable producing area. 
The total production from this district during 1955/56 
amounted to 21,338 metric tons, 7,955 tons more than 
previous year. Next in importance as a vegetable produc- 
ing area, is Sheung Shui. Many refugees have settled in 
this area. An increase of 2,000 tons over 1954/55 was 
registered. In the Castle Peak area 237 tons less vegetables 
were grown last year. In general the 1955/56 season was 
a good one for vegetable growing. The total production 
of 72,346 metric tons represents an increase of 10,553 
metric tons compared with 1954/55. 


The total quantity of vegetables imported and sold 
during 1955/56 amounted to 11,030,569 catties. The mar- 
ket value of these vegetables was H.K.$2,085,838. The 
total weight of imported and locally grown vegetables 
marketed during 1955/56 amounted to 130,618,913 catties. 
The market value of these vegetables was H.K.$22,086,476. 
Although production of vegetables was considered very 
good, marketing was not so successful. Owing to heavy 
imports of vegetables from China, prices fell and remained 
low for a considerable time. The production of vegetable 
seed is growing in popularity. In view of the uncertain 
market for fresh vegetables, this is considered “‘a step in 
the right direction”. The types most favoured are Radish 
(summer), Chinese Kale, White Cabbage, Leaf Mustard, 
Garland Chrysanthemum, Chinese flowering cabbage and 
celery. There is a demand for good fresh seed in the 
Colony and inquiries for seed of Chinese vegetables are re- 
ceived from other countries. 


EXPORT CROPS 


Water Chestnuts: Approximately 204 acres were planted 
to this crop, as compared with 108 acres in the previous 
season. Ginger: The area under ginger was 42.5 acres and 
the total estimated yield 408 tons. Chinese Turnips: The 
two varieties of turnip grown locally are known as “Tai 
Tau Tsoi” and “Chai Tsoi”. From the 46.5 acres planted 
717 tons of turnips were harvested. White Cabbage: A 
limited quantity of white cabbage in the dry form was ex- 


ported to the United States. Miscellaneous Crops: There 
are a number of other crops, such as, Radish, Yams, 
Mustard, Arrow-head, and Lotus roots which are grown 
locally and exported in small quantities to the United States. 
Fruit: Lychees, fresh for local consumption and canned or 
dried for export, are always in demand. Local production 
from about 9,000 bearing trees is roughly 670 tons of 
fresh fruit per annum. The total weight of agricultural 
produce (vegetables and fruit), for which comprehensive 
certificates of origin were issued, amounted to 1,625 metric 
tons during 1955/56; the total value was $2.2 m. ($1.7 m. 
from vegetables and $0.5 m. from fruits). 


FRUIT 


There are in the Colony roughly 100,000 fruit bearing 
trees: sweet orange 8,800, tangerine 9,200, foreign lemon 
300, local lemon 10,000, pumelo 600, mandarin 600, cala- 
mondin 1,800, kumquat 1,200, wongpei 5,000, lychee 5,500, 
longan 3,500, papaya 18,000, guava 17,000, banana 5,000, 
Chinese olive 4,000, carambola 1,000, peach 5,000, mango 
1,000, yanmin 300, plum 500, persimmon 400, pear 300, and 
misc. (Jack-fruit, rose avple, custard apple, Japanese apri- 
eot etc.) 1,000. 


To encourage the growing of more fruit in the Colony, 
a village orchard scheme was started. This meant that 
wherever suitable land, situated near a village, was avail- 
able- and the villagers were willing to co-operate by clear- 
ing the land, erecting the fencing, digging the holes and 
planting the trees, the Kadoorie Agricultural Aid Associa- 
tion supplied fencing material, citrus and other fruit seed- 
lings free of charge. In all cases the work was supervised 
by a member of the Agricultural Division. During the 
period under review 8 village orchards were established and 
12 more orchards were planned. In addition to the fruit 
seedlings, 22,000 pineapple suckers of the “Smooth cayenne” 
and “Sarawak” varieties were imported from Singapore and 
planted between the rows of citrus. There is a great de- 
mand on the local market for fruit and good prices can be 
obtained for any locally grown fruit, supplied fresh to the 
market. Citrus, in particular, sold very well during the 
Chinese New Year. Tangerines fetched from $65 to $130 
per picul as compared with $60 to $100 in 1954/55; local 
lemons $30 to $50 (compared with $20 to $25); Japanese 
apricot $60 to $75 ($55 to $65); sweet orange $150 to $180 
($100 to $150). The total amount of fruit exported was 
823.7 metric tons. This consisted of dried and preserved 
lychees,. preserved apricots, lemons and wongpei. 


KADOORIE AGRICULTURAL AID FUND 


A gift of $250,000 by Messrs. L. & H. Kadoorie, in- 
creased by Government by a similar sum, was the beginning 
of a fund which is now known as the Kadoorie Agricultural 
Aid Loan Fund. The Fund is operated by a committee of 
five members, with the Director of Agriculture as Chair- 
man and Trustee. Interest free loans of up to $2,000 for 
periods varying from 6 months to two years are made to 
farmers, to assist them to purchase draught animals, feed, 
fertilizer, seeds, implements etc. A statement of the Fund 
as it stands at present is as follows:— 
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No. of loans 


approved Purpose of Loan Amount issued 

374 Purchase of livestock & housing $152,870.00 
327 Purchase of livestock feed 142,180.C0 
31 Purchase of building material 5,760.00 

6 Costs of land development 2,850.00 

525 Purchase of seed & fertilizers eee 30,063.34 

9 Purchase of insecticides Bee 530.60 
1,272 Total $334,253.34 
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In addition, 23,843 bags of cement were y.ven free of 
charge by the Association through District Officers to 
farmers, for the improvement and extension of local public 
works. The water pumps which were presented to Govern- 
ment by the K.A.A.A. were put to excellent use during the 
long dry periods which prevailed during the early part of 
the season. 


ANIMAL INDUSTRY 


It is difficult to assess accurately the livestock popula- 
tion of the Colony. Cattle and buffalo are for the most 
part distributed amongst the farmers of the New Territories 
and are used as working animals. They are Chinese Brown 
Cattle and Indian Buffalo. From inoculation figures they 
number approximately 10,000. In addition there are about 
2,800 dairy cattle of exotic breeds which supply fresh milk, 
pigs of the native Chinese type together with introduced 
exotic breeds and, as a result of crossing, a large number 
of hybrids mostly tending towards the exotic type. The 
pigs are divided amongst the peasant farmers where small 
numbers are kept by the families in conjunction with their 
main occupation of rice growing. Larger numbers are kept 
by breeders and co-operative pig raising societies. During 
1955/56 approximately 120,000 pigs of local origin passed 
through the New Territories and urban area slaughter- 
houses. Poultry for the main part consists of the local 
Cantonese chicken which is reared primarily as a _ table 
bird. These birds are to be found amongst the peasant 
farmers and specialized poultry farms. Most of the chickens 
hatched in the Colony are from eggs imported from the 
Mainland. From hatchery figures, approximately 4-5 million 
such chickens were hatched and raised in the Colony last 
year. Birds are sold at about 16-20 weeks of age and 
most farmers aim to catch the better prices of the main 
Chinese festivals. In addition, there are approximately 
30,000 birds of exotic breeds, mostly White Leghorns, kept 
for table egg production. Large numbers of ducks are 
raised in the Colony, the numbers probably being in excess 
of 200,000. 


IMPORT OF LIVESTOCK 


Theoretically, owing to the large urban population, there 
should be a ready market for locally produced livestock at 
prices favourable to the local farmer. However this is not 
necessarily the case owing to the proximity of exporting 
countries which are able to produce livestock at very com- 
petitive prices. Hongkong doesnot produce sufficient animal 
feeding stuffs-for its own requirements but is dependent on 
imports from other countries and prices for feeding stuffs 
are relatively high. 90% of the Colony’s requirements of 
slaughter stock has its origin in other countries’ mainly 
China, Thailand and Taiwan; imports during 1955/56 were: 


From Cattle & Buffaloes Pigs Goats 
COLT Gp Se ae eee 75,001 630,965 10,977 
Thailand 3,582 — 

*Taiwan 11,840 — 

LACT Baar ee ene 88,649 646,387 10,977 


ANIMAL HUSBANDRY 


Cattle and Buffalo: 
seldom weighing more than five piculs live weight. 


The cattle are relatively small, 
The 


introduction of foreign breeds and crossing them with local 
animals to increase their size has been considered but the 
wisdom of this is debatable. It is not certain that the 
farmer wants a large animal to look after. Grazing is 
plentiful during the summer but in winter: it i; usually 
scarce and even cattle of the present size show a marked 
decline in condition. The average paddy field is relatively 
small and it is felt that the present animal can cope 
with the work it is required to do. Good large oxen can 
be obtained from the present animals by castration, this 
operation is often ignored by farmers and heifers are often 
bred at too young an age. 


Pigs: Pig husbandry and improvement presents a diffi- 
cult problem. On the one hand the Chinese pig is prolific, 
has resistance to diseases associated with local husbandry, 
does well on the chea ver feed usually fed, but on the debit 
side takes a relatively longer time to mature. The exotic 
pig on the other hand is quicker maturing but must be very 
carefully looked after and demands conditions taat normally 
do not exist in the Colony. The ideal solution is the use 
of the Chinese sow with the exotic boar. However, the 
farmer does not usually stop at this cross and does not 
breed his own native sow replacements, but mates his first 
cross sows back to the exotic boar and so on. The result 
is a diminution of the quality of the resultant animal and 
it is a fact that good quality native sows are scarce in the 
Colony. Evidence seems to point to the native sow having 
an inherited immunity to brucellosis. These animals test 
positive to brucellosis but rarely abort. Immunity, how- 
ever, would appear to be lost on the first crossing. 


The problem of feeding is also of primary importance. 
Hongkong is forced to import a great deal of its animal 
teeding stuffs and the price is consequently high. For the 
pig farmer who relies solely on pigs for his living and is 
faced with keen competition from China, a livelihood from 
pigs is often very precarious. The price of foodstuffs in 
addition is usually outside the means of the small village 
farmer. He relies on cheaper materials and the pig forag- 
ing for itself. The result is that the pig takes a longer 
time to reach market weight, and in the case of exotic pigs 
an inferior quality animal is produced. Of recent years, 
a good cleal of village husbandry has been replaced by the 
housing of pigs in separate concrete sties. This in many 
ways is a mistake. In village husbandry the pig is part 
of the village and is able. to add substantially to its diet 
by foraging. Where the pigs, however, are confined to sties, 
they lose by not foraging, deficiency diseases set in and 
in no time the sties become a morass of filth. Until the 
farmers learn how to keep pigs in concrete sties it is wiser 
to let the pigs roam loose to forage. 


Government maintains two herds of pure native pigs 
at Castle Peak and Saikung in order to produce both gilts 
and boars for breeding. Demand for gilts exceeds the 
supply but requests for boars have been few. At Sheung 
Shui a small herd of Berkshire and Mid White pigs is 
maintained. These pigs were imported from Japan for 


nites sjeatiy 4yetoary [8701 
‘earl wey MOL ee eioaty 10d 
< SOl'ezi't eLPr so6 te ogh ‘ggg = seanjivdeqd t 
I9‘vII LLE‘6SZ r Z uviAv[sodn X 
FA ° B68‘E j 368 ¢ 2 purse ‘ oo qguedy, 7201Id 
Soo Pree z A Salas GE ystpamg neL'9z 000'T 2S — LEL‘92  000°T 
096 “Eom Ares L $6 (Stee Os eee ystod — a es a ee [23°L 
we 9'T LLE‘Z Ono I 0L9's -  auiddiryd hago "erent iss 
bie 4 — TIGL LLPF z LLvY ; -- ugluBweUed L'ze 019'96 6£%'6 £9 é 
3 G 961. 79°81 at G86'0E Sopa. “ueysnjyeg V2 BollyV 
<¥ 602'8 10S 06 ae == ett Re a uvLsaM1oN a Eg as ZL8 a irae eo uojseg 
—_ . “ veer eq — my 
«B gesiel $0208 GG TG). Ie Pansy S Pare, pie e s = = Lvl Pp eaeaes puss] 24®M 
“FZ 16 CURT ae 9 LE8°6 oe -  asauedur ae a = 3% ae oe wee! A 
: v8L‘9 ) : 689°16 ae = iaae8S 
9 0¢2'61 10Z'0L peer a SET'sl C8 be txe BAe 80% Gove 08% v9s Le en ee soqwig pertufh 
Ww G8 6v9 ee € 7 e oe yooiy 82 LOS 16 GL9'é ey te, | Nees wopszury pevuf) 
007 ia maue = 0L9'L ‘ : ues 89 BS GZLIL GLB €89'S 166 EL nee aS --- gaaoy unos 
= es, OGrTE L wee ae youetg 6697 = 4 rEg 196% 602 ~ Be ecos 
GLU Wal ‘gz 8 VOv SC. Tle See wind gop PLI Ove 2 - sac BOLLOULY, 
BLS‘ Z6r'e ne LI Z0L'S8 GUE as ysiueqd ee aE ve a a Dek Mie Dice es NNER 5 a10desuls 
LEF6 PAL paclee Go. BILE Oe gf Shee asauryy 88 06 rece eos Peake: sourddyd 
g6gitT e08. Z90'L 6% gre 906% 619 : eat) idditt 
LE6L ; LG 1Z ueipoquey § ; : PEI 02 is 
‘ 9¢9°8 OTL is ‘ ‘ I VoL By OOM ae oo | a eae uvystyed 
92 & i LG I abe Coe UBdIIeWW gpyy g2z'r 918 se9'T 99 
0g6 S3o L9‘OFT GZ LLO OFT B seveeeeeteee ysiqig eZ eV V8 6&9 EA ae Bes ee BeMBULYO 
1029 8bL‘8 ee 0cz = @SHISH «= GLZ 88% 6Zz Lai 
eez'Te SII‘GIt Top PV 5 uoL, ‘ON ae 09 £6 GL yh aes pueeez MeN 
‘uoL uoL uoL N po10juq = — — 9ST a See qyseq e[PPIN 
poytedad peAlty ee S]@SS0 A L81- aun 09 a! ane ee ; ane 
03189 NOH ee = 986 > so aa gu Vo eee ae - peor 
INOWI =e pes 6r6'F Ss ee ae e 
X1Nf NI ONIddiHs sane the SENG Es AEE we 
BoP, Spy mca SCeaadFad eee Gol 979'0% 88 a elEG. ME PSO Ue © lt eee ag 
= wSetueosoos sss (4° Sasuge?d j 9'ZE «LS T'S RE SERS REE ope were eisouopul 
Sh ~Peevveosn HOS a4 o2aBodS-Amesw 9st OL 899 6 = — 
2 [eset Sec225 mH PSS S ES 8 = eee : vpul 
= 3 es ASwMS OG fa PF 8° ial Tas = > Vb LT : 
-  2eeente Seba 8 2.2 SS FES ee g90'8  G0E ley sy cety “> nynjouoH 
3 S283 33 op Oo — PRS Bl er weds 3 901 Ch a eu § oe ——  wreny 
® Soin os Bee See %#.888 5°98, 90 G8Z LL nf are |g 
2 Saeegastose 52 Cr ee aeons ECan ‘ ie G Deere ee neaeene esowlo yy 
yee Shoe =e Aes Bes 0g 6rT @ ‘gg 799 
ae > eo e& sue Se 5 = +S Z, se =| ‘ SLO‘L 8ré I CO ee! wii. mee edoing 
Sy leeo 12> a | oe ee FB” Bek ue Zs gIg'T — 816'F col —s«dTZ’T'6 =~ @T 4 ‘. 
Sek owtsezs so ges a oaBBUESEES epg ZgL'g TL “ : ae tess epeuey 
Te cae eet iS} ES ERUBS RES OL 96S Ge ed ee eipoquiey 
ee ae See ee ae: Coabge eee 998 y8e BO. ars: 
ae 8S, au seg eg & oh, Peas lEae a yrT 87 ag Fe ae ape 
g st es ener HE Fok oak ay a) RE Ire Re BS Sl ee uiog 
yt YG Po °F ec0502 8S ° ar LChaoegn se 68g 661 iss oars 09 
Be Ee mS 2 Be ek 8 Le a $ Patan Ee $ $ 8:8 aoe 86 sol TES$ ge serreeeeeeee  PUBETRULL 
Speer eG / So > Bem Bel ped egies S35 hs 11 ee “Le yao Best Cee 
Boe S227 Esur gs 2 ler gus See 29'S 9966 ~—«90E [2992 BG 2 ae 
S2ee. wa oo 8 eae Shei sekoges giz 9PsL Sl ev9 
wi ESESTRUe SESE 2 TSR em SR gS ES So[ly) tesuesstd 
‘6% 5 ahags I Se 3 8 es Ora 25% ae gh P 3 (solry)  (so[ry) tesuess¥d (som) = suolsay 
3 . n 5 L . r 
ee ed ce ee ec an 20 S25 ea et wen stor 
Du Gon e2eS Faas em me Bao penton aaa Ne 44, ainyzyivdegd 
Bo Se BSeeS Eo eho 6 ee ee [Teataraaiy 
BE ss OE es aes mate —=S re. fan 8 
S poem 82 S285 SRESpEago ps OMSNOH 
Ss > wm nm 
ge guitsgpbssett, ge eats? edt. X1ofe NI OddVaL UV ON 
BE BSS LBB be SG ae Se 5 
BS Stes whet s"2see gSSas) 8523 
Ba No EE Sra tog s SeyxSSES862 
S §$ Zeer issasuss os 
i Om ae i 


October 3, 1957 


FINANCE & 


443 


COMMERCE 


FROM THE NEW YORK STOCK EXCHANGE 


By E. 


During the past four weeks there was a noteworthy 
recession in shares on the New York Stock Exchange, due 
to many factors, notably: the Syrian situation, the can- 
cellation by the American Government of extensive orders 
for airplanes, the high discount rate (and consequent tight- 
ness of money), the stagnation in the building trade and 
the serious decline in the price of copper, zinc and lead. 
The extent of the recession, as measured in percentages, 
was a decline from the high of the year of industrial stocks to 
the extent of 10%, while stocks in Canada fell by even 14%. 

Nevertheless, business is holding at relatively high 
levels, though the mercantile position is intensely com- 
petitive. The gist of opinions expressed culminates in the 
belief that matters will improve during the fourth quarter 
of the current year. Much will depend upon the aggressive- 
ness of purchases by the public of the new 1958 model 
motor cars. 

Food Stocks. The following discussion deals with an 
analysis of food stocks. Needless to say, it is virtually 
impossible to deal globally with the subject, for there are 
too many concerns involved. Therefore only some selected 
companies are presented here. Two categories are elimi- 
nated, namely bread bakers and meat packers, because both 
these groups are not prosperous at this time and cannot 
now be recommended for investment. While most of the 
tood processors do not display rapid upward movements, 
such stocks are characterized by stability. in market quota- 
tions, combined with regular dividend payments. The 
significance of food concerns will be understood, when it is 
stated that the food industry in America enjoys annual sales 
of about 65 billion dollars. The following are particulars 
relative to certain branches of the food industry in U.S.A.: 

Dairy Products: While a substantial part of the volume 
of dairy companies consists of fluid milk with slight profit 
margins, the main part of earnings is derived from butter, 
cheese, evaporated milk and ice cream. 1956 turnover ex- 
ceeded that of 1955 by 7%, while earnings were up about 


Kann 


Quaker showing a tendency to diversify. General Mills is 
the nation’s largest producer of flour, followed by Pillsbury 


Mills. Allied Mills and Ralston Purina specialize in live- 
stock and poultry feeds. They all are very favorably con- 
sidered. 7 


Biscuit Baking: The firms in this line have a record 
of stability and a good dividend record; however, they are 
not scheduled for aggressive advances. Furthermore, they 
possess distinct «lefensive characteristics. While the popu- 
lation increase vouchsafes enhanced turnover, it must be 
borne in mind that labor costs are constantly on a rise. 
The principal biscuit bakers are National Biscuit, Sunshine 
Biscuit, United Biscuit, all three showing much enhanced 
sales during the past ten years. 

Canning: Speaking generally, the food canners are 
subjected to wider swings in operating results than most 
other divisions of the food industry. Crop conditions and 
farm prices are important determinants. Under this group 
fall vegetables, fruits, fish and meats. Wellknown firms 
in the canning line are Campbell Soups, Heinz, General 
Foods, Libby, McNeill & Libby, Standard Brands, Stokeley 
van Camp, etc. Aside from canned food products there 
is in America a growing industry in frozen foods, mainly 
vegetables and citrus juices. However, this line has during 
recent years not proved profitable. 

Convenience foods: Beside the foregoing, there is a 


long chain of other food processing, as sugar, candies, 
bananas, soluble coffee, cake mixes, chocolate manufac- 
turers, (Hershey), soft drinks (cocoa cola, Pepsi cola, 


Canada dry, 7-up); also chewing gum (American Chicle, 
Wrigley), margarine, mayonaise, peanut butter, jello, yeast. 

Amongst American Sugar producers or refiners are: 
American Crystal Sugar, American Sugar Refining, National 
Sugar Refining, Great Western Sugar and Holly Sugar. 
Resides, there are a number of important sugar producers 
domiciled in Cuba, Puerto Rico, ete., but financed and 
owned entirely by American capital, notably: Central Aguirre 


9%. The principal companies in the dairy industry are Sugar, Cuban American Sugar, Cuban Atlantic Sugar, South 
Borden Co., National ‘Dairy, Beatrice Foods, Pet Milk, Puerto Rico Sugar ani West Indies Sugar Co. 
Carnation Co. and Foremost Dairies. The following statistical table (compiled by J. M. de 
Milling Companies: These rest on solid ground. Both Sieyes of Hemphill Noyes & Co.) ought to be of practical 
Kellogg and Quaker Oats are doing extremely well, with interest to investors. 
_ Earnings per share Price/ 1957E 
Ind Recent Earns. Approx 
1954 1955 1956 1957E Div Price Ratio Yield 
Beatrice Foods* —- .----- a Be $2.85 $3.01 $3.43 $3.50 $1.80 34 Ch 5.3% 
Beat Koods Sign eies one mene Sees 3.29 3.28 4.53 412A 3.00 46 11.2 6.5 
Borden - RES 4.82 4.61 5.01 5.25 2.80 60 11.4 4.7 
Campbell Soup*** 2.36 2.73 2.74 2.80 1.50 33 11.8 4.5 
Carnation Co. a 3.84 3.87 4,28 4.50 1.25¢ 33 7.3 3.8 
Corn: Prod. Ref. 1.80 2.29 2.36 2.75 1.50 30 10.9 5.0 
Cream of Wheat 2.08 1.88 2.03 2.20 1.85 28 12.7 6.6 
General Foods**** 2.65 3.31 3.61 3.75 2.00 49 13.1 4.1 
General Millstt 4.50 5.02 5.68 4.88A 3.09 59 12.1 5.1 
Heinz (H. J.)ttt 3.12 5.02 6.09 6.12A 2.20 49 8.1 4.5 
National Biscuit 2.85 2.59 2.90 3.20 2.00 39 12.2 5.1, 
National Dairy 2.77 2.98 3.02 3.10 1.80 36 11.9 5.0 
Penick & Ford 2.24 2.71 2.64 2.90 1.70 26 9.0 6.5 
Pillsbury Miillstt 4.93 5.37 4.42 4.04A 2.50 43 10.6 5.8 
Quaker Oats** 2.39 2.69 3.13 3.40 1.89 24 10.0 5.3 
Standard Brands 3.02 3.01 3.48 3.90 2.25 41 10.5 5.5 
Sunshine Biscuit 5.88 5.94 6.20 6.40 4.00 n 11.1 5.6 
in ted a Prilitw wy = see ec Sl Sy ere ne 3.59 3.82 3.45 3.60 3.00 44 12.2 6.8 


A—Actual 
*—Years end February 
**—Years end June 


***_Years end July 
e*e*—Vears end March 


t—Plus stock 
ti—Years end May 
jtt—Years end April 
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HHK EXCHANGE MARKETS 


U.S.$ 

1T.T. hs oe Notes Notes 
Sept. High Low High Low 
23 $595 59312 59358 59146 
24 59434 592 59336 59146 
25 59234 591 5914 59046 
26 594 59242 59315 59144 
27 59542 59412 5941%4 59346 
28 596 595'2 595% 59444 

D.D. rates: High 59414 Low 58912. 


Trading totals: T.T. US$3,630,000; 
Notes cash US$480,000, forward US$ 
2,900,000; D.D. US$350,000. The 
market was quiet and seemed to have 
found its lowest and settled at about 
this level. In the T.T. sector, gold 
importers were good buyers; offers 
came from Korea, Japan, and -the 
Philippines. In the Notes market, 
speculative activity was on the de- 
crease. Interest for change over 
favoured sellers and aggregated $8.75 
per US$1,000. Speculative positions 
taken averaged US$2 million per day. 
In the D.D. sector, market was quiet. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 


in HK$: Philippines 1.76—1.7525, 
Japan 0.01405—0.013975, Malaya 
1.873, Vietnam 0.06896—0.06756, Laos 
0.072, Cambodia 0.072, ‘Thailand 0.2832 
—0.2785. Sales: Pesos 330,000, Yen 
55 million, Malayan $360,000, Piastre 
8 million, Kip 5 million, Rial 5 million, 
and Baht 3 million. 

Chinese Exchange: People’s Yuan 
notes quoted at $1.483—1.36 per Yuan. 
Taiwan Dollar notes quoted at HK$0.16 
—0.159 per Dollar, and remittances at 
0.154—0.153. 


Bank Notes: Highest and _ lowest 
rates per foreign currency unit in HK$: 
England 15.76—15.70, Scotland and 
Ireland 14.00, Australia 12.384—12.32, 
New Zealand 14.20, Egypt 11.05— 
10.05, East Africa 14.65—14.60, South 
Africa 15.60—15.50, West Africa 
13,50, Jamaica 14.00, Fiji 10.00, Malta 
12.00, India 1.1765—1.176, Pakistan 
0.80, Ceylon 0.995, Burma 0.52, Malaya 
1.835—1.827, Canada  6.105—6.075, 
Cuba 5.50, Argentina 0.135, Brazil 
0.075, Philippines !.76—1.745, Switzer- 
land 1.37—1.35, West Germany 1.385 
—1.37, Italy 0.0093—0.0091, Belgium 
0.112, Sweden 1.02, Norway 0.72, Den- 
mark 0.77, Netherlands 1.54, France 
0.0128—0.0127, Vietnam (0.0705 
0.0695, Laos 0.072, Cambodia 0.075— 


0.072, North Borneo 1.60, Indonesia 
0.13—-0.128, Thailand 0.272—0.267, 
Macau 1.035—1.08, Japan 0.015— 
0.014725. : 
Gold Market 
Sept. Itigh .945 Low .945 Macau .99 
23 $2603 5 259%,, : 
24 260 25874 
25 2593.3 25815 
26 260'y 25855 Low 26812 
27 260° 5 25912 
28 260'2 25973 270'4 High 


The opening and closing prices were 
259% and 260%, and the highest 
and lowest 2605, and 258%. The 
market was quiet and rates were little 
changed. Interest favoured sellers and 
aggregated $2.22 per 10 taels of .945 
fine. Tradings averaged 6,400 taels 
per day and totalled 28,400 taels for 
the week, in whichel6,720 taels were 
actual cash dealings (2,120 taels listed 
officially and 14,600 taels privately ar- 


ranged). Positions. taken by specula- 
tors averaged 14,200 taels per day. 
Imports were all from Macau and 


totalled 9,500 taels. Exports totalled 
10,500 taels (6,500 to Singapore, 3,000 
to Indonesia, and 1,000 to Rangoon). 
Differences paid for local and Macau 
-99 fine were $12.70 and 11.70 respec- 
tively per tael of .945 fine. Cross 
rates worked were US$37.79—37.77 per 
fine ounce, and 32,000 fine ounces were 
contracted‘at 37.78 C.I.F. Macau. US 
double eagle old and new coins quoted 
at $271—270 and 228—227 respectively 
per coin, English Sovereigns $57 per 
coin, and Mexican gold coins $277—276 
per coin. : 
Silver Market: 1,000 taels of bar 
silver traded at $5.90—5.80 per tael; 
1,000 dollar coins at $3.73—3.70 per 


FAR EASTERN 
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coin; and twenty-cent silver coins 
quoted nominally at $2.90—2.85 per 
five coins. 


‘Money Market: Exchange Banks’ As- 
sociation decided to raise interest rates 
following the action taken by the Bank 
of England.. The raise was about one 
per cent. Charges for Letters of Cre- 
dit are now at 7 to 7%% p.a., for 
overdrafts 64% to 7% p.a., for loans. 
against shares 7 to 8% p.a., and for 
mortgages against real estate 8 to 
12% p.a. There was no raise on cur- 
rent deposits, which is unchanged at. 
1% p.a., but for savings accounts the 
interest allowed was raised from 2% 
to 2%% p.a. Chinese Banks and 
native banks made no change on their 
charges, which remained at 8 to 12% 
p.a. on short term credits and 10 to 
15% p.a. on nfortgages. The trend of 
the market was quiet and unchanged. 

Free Market Transactions: Business. 
is still expanding with more interest 
being shown in the local facilities of 
worldwide remittances by overseas. 
financial centres. Hongkong’s free ex- 
change market has attracted many 
operators from foreign countries who 
have found every reason to be satisfied 
with the bankers and financiers esta- 
blished here. Japanese transfers have 
become more important as complicated 


transactions between Japanese traders 
and their counterparts in Southeast 
Asia have grown. The gold bullion 


market with routine shipments to many 
ports in East Asia has also increasingly 
induced gold traders to focus attention 
on this Colony. People’s and Na- 
tionalist China are regularly, through 
their direct or indirect connections, 
availing themselves of the local mar- 
kets. From Peking’s point of view the 
maintenance of Hongkong as it is today 
appears most useful. It cannot be 
openly stated so in China as the very 


‘principle of a free market is theoreti- 


cally odious to a communist state but 
the fact remains that Peking benefits 
very considerably from the facilities 
provided by Hongkong. 

The US$ market is ever on the in- 


crease in scope and amounts. being 
transacted. Last week’s spot and: for-- 
ward sales totaled US$7.4 million. 


Prices are established in sympathy with 
New York but often local or rather re- 
gional conditions depress the rate which 
only after arbitrage has played its role 
moves into line with transferable ster- 
ling rates in world centres. With more 
competition and growingly international 
outlook here almost all currencies of 
countries the world over are being 
traded or at least quoted here. Several 
Chinese banks, erstwhile known as 
‘native banks’, have remarkably in- 
creased their international connections 
an | are today able of serving the needs 
of a global free market and also those 
markets where controls of some sort 
prevail. 


Resources of financial operators are 
ample and credit is easily arranged al- 
though recent interest rates have had 
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a somewhat restraining influence. In 
free market operations which are almost 
always on a spot basis—with the ex- 
ception of speculative and fictitious 
forward business—the matter of in- 
terest charges rarely arises. Possibi- 
lities of Hongkong/Far Eastern and 
Hongkong/Europe free exchange trans- 
actions offer many opportunities and 
enterprising Chinese bankers as well as 
European financiers are exploring them, 
ever on the look-out for better interna- 
tional service and additional profits. 


HK SHARE MARKET 


The market was sluggish on Monday 
{turnover amounted to $136,000) be- 
cause investors were not sure of the 
amount of increase in bank rate. 
Trading volume jumped to $900,000 on 
Tuesday after leading banks here an- 
nounced the increase of 1%/1%% in 
interest rates which was less than 
speculators had anticipated. Turn- 
over during the rest of the week re- 


mained satisfactory: Wednesday $379,- 
000, Thursday $685,000 and Friday 
$923,000. 


Closing quotations were better but 
many prices were still lower than be- 
fore the bank-rate increase. Dairy 
Farms registered a delayed advance of 
50c; this year’s interim dividend an- 
nounced «luring previous week was bet- 
ter than that for last year. Cements 
continued to dip but not as sharp as 
during previous weeks. Banks lost $15 
on Tuesday but recovered slightly to- 
wards weekend. Wharves were quiet; 
selling offers fluctuated between $120 
and $122 but there was no buyer, In- 
vestments and Cottons were steady but 
no business reported. 

The Secretaries for Yangtsze Fin- 
ance announced that at the close of 
business on Thursday, the shares had a 
statistical value of $8.55. 

Dividends—Wheelock Marden: final 
dividend of 37% cents per share for 
the year ended March 1957. Eastern 
Asia: a dividend of 10 cents per share 
for the year ended March 1957. 


Esti- 
mated 
Annual 
Share Sept. 20 Last Week's Rate Up & Down Dividend Yield 
Highest Lowest Closing (%) 
iy ee Bank 2-220 865 s 860 350 $55 —$10 $50 5.85 
| Union Ins. ----- 90 90 89.50 b 90 steady $3.40 3.78 
Lombard 4.75 n — — 34.75 1 steady $2 5.76 
| Wheelock 7.65 2.75 7.65 53 1 10¢e 75¢ 9.68 
| HK Wharf __--. 122s 122n 120 s 120 s —$2 $6 5.00 
HK Dock ------ 50.50 53 52 53 ‘$1.50 $2 3.77 
| Provident 11.80 11.80 11,.40b 11.80 steady $1 8.47 
HK Land 34 34.25 33.75 34.25 -| 25¢ $3.50 10.22 
Realty 1.35 n 1.40 b 1.35 n 1.40 b +5c 15¢ 10.71 
Hotel é, 15s 15 14.60 15 steady $l 6.67 
| Trams aaa 23 23.20 23 23.20 4 20c $1.70 7.33 
Star Ferry pees, wth oT 133 s 131 n 133 s steady $9 6.77 
Yaumati --...... 102 102 102 102 firm $7.50 7.35 
IbigGCt roca ae 18.60 s 18.90 18.30 18.90 + 3c $1.10 5.82 
Electric 5 28 28.10 27.50 28.10 1 10¢ $1.80 6.41 
| Telephone 27,30 27.50 26.80 27,50 + 20¢ $1.50 5.45 
Cement ~—.---.... 28.70 n 28.50 28.20 28.20 —50c $4 14.23 
| Dairy Farm ---- 15.50 16 15.50 16 50c $1.63 10.19 
watson <2--...5- 12.30 12.40 12.30 12.40 b 10c $1 8.06 
| Yangtsze  __-_--- 6.45 n = = 6.45 n steady 70¢ 10.85 
| Allled Inv. 3 4.20n — _ 4.20n steady 25¢ 5.95 
| HK & FE Inv. -. 9.80 b — _ 9.80 b steady 80c 8.16 
Amal. Rubber -- 1.525 1.55 1.50 1.55 +2}2c 28c 18.06 
Textile: 92... 3 4.50 s _ _ 4.45n steady 50c 11.24 
Nanyang -------- 9.80 n 9.90 s 9.75 s 9.75 s —Se $1 10.26 


SINGAPORE SHARES 


Among industrials, Malayan  Col- 
lieries suddenly came into the lime- 
light and moved up to $1.08 during the 
week ended Sept. 13. Robinsons after 
touching $2.07% recovered to $2.20 
cum 14%. Hammers were on offer at 
$2.47% cum the 10% interim, and 
Metal Box at $2.12%. William Jacks 
was firm with buyers at $2.42. The 
Fraser and Neave announcement of 
9% final and bonus of 10% to make 
a total of 27% for the year, or 2% 
more than previous, resulted in a fall- 
ing off in price to $2.87%% cum, as 
speculators had anticipated a capital 
return. ‘ 

Of dollar tins, Petaling continued 
in demand and Lingui had considerable 


speculative buying up to $1.45. Raa- 
tau Tin fell off to $2.20 ex the 40% 
final. 

Despite good dividenil announce- 
ments, Sterling tins showed little sign 
of revival. Here interest should in- 
crease. The 1957 Finance Act exempts 
companies of this type from profits tax 
after April 5th, 1957, and from United 
Kingdom income tax from 1957/58 on- 
wards. From a shareholder’s point of 
view it means tax will be reduced from 
approximately 6212% to 30%, the 30% 
being the present tax payable in Mala- 
ya. Thus, this type of company should 
find itself in the position of being able 
to increase <listributions by anything 
up to 50%. 

The fall in local rubber shares was 
mainly due to lack of buyers. The 
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main portion of reported business in 
United Kingdom registered rubbers 


was sales to. London. 


The loan market had little business 
save in purchases of Overseas loans 
giving redemption yields close on 6%. 
Local war loans continued in demand. 
The Federation Government $160 mil- 
lion 5%% Merdeka Loan has_ been 
over-subscribed. In fact a 2% cut will 
be made on all applications exceeding 
$100,000. Employees’ Provident Fund 
and Co-operative Societies provided the 
major support for the loan; response 


from the small investor was very 
small. 
During the week ended September 


20th news of the 2% rise to 7% of the 
Banik Rate in Britain caused the drift 
to degenerate into a slide. Operating 
on bank overdraft is a common prac- 
tice in Malaya, and although overdraft 
interest charges vary, the minimum 
charge of late has been 6%%. Anti- 
cipation of a rise in the local rate 
caused a spate of selling: 

Most Singapore Industrials 
marked down to levels 
lower than prices of 
during the week. 


were 
considerably 
business done 
Straits Traders had 
sellers at $2.30, Wearne Bros. at 
$3.32%, Fraser & Neave $2.77% cum, 
Malayan Collieries $1.04 and Robin- 
sons $1.97% ex. 

Most dollar tins were marked down 
but few transactions were reported at 
lower levels. Petalings had exchanges 
at $3.20, Hong Fatt at $1 and Sungei 
Way at $1.70. 

Popular local registered Sterling Tins 
did not suffer any substantial falls. 
Berjuntai at 18/3 lost 38rd, Austral 
Amalgamated at 15/6 were down 6d, 
Kuala.Kampar were 6d off at 44/6 and 
Lower Perak at 18/- buyers were also 
down 6d. Least affected were London 
registered Tins, mostly because coun- 
ters in this section had been falling 
over the past two weeks. 

Practically all local rubber counters 
were marked down and _ very little 
business eventuated. In contrast Lon- 
don rubbers remained steady. 

British 3%% Way Loan at £61% 
showed a fall of over £4 to yield around 
5.7%. There was no marking down in 
the local loan section. Yields were 
around 5.3%; some downward price 
movement may be expected. 


TRADE REPORTS 


Arrival and departure of ships were 
upset by Typhoon Gloria on 22nd and 
23rd. On Tuesday, however, loading 
and discharging of cargo in the harbour 
returned to normal. The 1%-1%% in- 
crease in interest rates (inward bills 
to 7%%, outward bills to 7%, over- 
drafts to 64%%-7%) by leading banks 
here following the rise of UK bank 
rate had no adverse effect on HK entre- 
pot trade. 
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In the local commodity market, trad- 
ing in paper was active with very strong 
demand from Korea. SE Asia and 
China remained keen in metals but 
business was slow because dealers want- 
ed higher prices while buyers reluctant 
to increase counteroffers. Pharmaceu- 
ticals and industrial chemicals attracted 
more enquiries than orders from Korea, 
Taiwan and SE Asia; many transactions 
fell through because stock inadequate. 
Demand from Japan and Europe for 
produce covered’ only a few _ items; 
orders were mostly concluded for for- 
wards. Cement recovered from recent 
decline but prices for rice, sugar a..cl 
wheat flour remained weak under heavy 
supply. HK manufactured cotton yarn 
and cloth retained steady overseas de- 
mand but sjot market was quiet. 

me * » 

Expansion of Ch'na Trade—Mr. F. 
J. Erroll, a British Government Minis- 
ter, is now on his way to Peking; he 
will spend one month in China tou pro- 
mote UK/China trade. According to 
Mr. Erroll, China will send an eco.1omic 
delegation to London in mid-October. 
At present there are four trade dele- 
gations (German, Japanese, French and 
Moroccan) in China. Tunisia, Italy 
and Switzerland have trade representa- 
tives in Peking. The West German de- 
legation last week signed an agreement 
with Peking covering trade amounting 
to 230 million Marks each way for 
the next 12 months. The list of goods 
was not specified in detail. Payment 
in L/Cs will be made primarily in 
Deutsche Marks. 

Meanwhile in Berlin, 
Communists signed a_ protocol with 
Peking representatives covering ship- 
ments of complete power stations and 
factories for cement and other light in- 
dustries to China. 


East German 


* a * 

HK/China Trade—China’s purchase 
of metals from the local market slowed 
down because prices here firmed. There 
were also orders from Cauton, Shane- 
hai and other cities for fertilizers, 
pharmaceuticals, chemicals, dyestuf's 
but transactions were mostly concluded 
with manufacturers’ agents in HK; 
with the exception of fertilizers (orders 
amounted to 2,000 tons recently), pro- 
curements were limited to small quanti- 
ties. Import of foodstuffs from Canton 
and other South China ports remained 
heavy. Cement consignments to the 
local market active but supply not as 


abun‘ant as during the past few 
months. 
HK/Japan Trade —Local dealers 


booked more cotton textiles and paper 
from Japan in view of the improved 
demand from SE Asia. Bean oil, toys, 
woollen and_ synthetic-fibre textiles 
constituted the major portion of 2,500 
tons of imports from Japan last week; 
import of cement curtailed. Exports 
totalled only 1,000 tons; principal items 
were bone meal, rattan, cotton and 
scrap iron. From here, Japan bought 
some oilseeds anil other produce but 


volume of these transactions limited by 
supply difficulty. Orders for scrap iron 
covered only a few hundred tons. 

HK/UK & HK/Europe Trade—Last 
week, a French firm here introduced 
“Vedette” cars to HK. The Vedette 
has four models—Trianon, Versailles, 
Regence, Marly—and are priced at 
$16,840, $17,520, $19,220 and $21,430 
respectively. All models use L-Head 
V8 engines with a brake horsepower 
of 80 at 4,400 rpm. They are designei| 
and backed by Ford and produced 
under license by the wellknown French 
auto maker—Simea. 


Cargo movements between HK and 
Europe (ineluding UK) remained 
active. Import of woollen textiles and 


yarn, dairy products, metals, paper, 
wines and provisions totalled 2,000 tons 
from each source. Export to UK total- 
led 5,000 tons and to Europe, 2,000 


tons; HK manufacture gloves, gar- 
ments, knitwear, cotton textiles, plas- 
tics, rubber shoes, torch and rattan- 


ware constituted the major portion of 
the tonnage. 

HK/US Trade—Cotton mills here 
booked more raw cotton from US; ex- 
change rates for US dollars in the local 
money market dipped to 1957 record 
lows during the past two weeks. Ex- 
ports to US amounted to 3,000 tons 
last week; principal items were fire- 
crackers, shirts, torch, cotton textiles, 


toys and rattanware. 
HK/Malaya Trade—Shipments of 
foodstufis and HK manufactures to 


Singapore and other Malayan ports re- 
mained active but orders from these 
markets last week covered only small 
lots of groundnut oil, bean oil and 
foodstuffs. Reports from Singapore in- 
dicated that Indonesia bought very 
little supply from there recently. 
HK/Thailand Trade—Demand from 
Bangkok for metals, paper and pharma- 
ceuticals remained steady but purchases 
were either restricted by stock shortage 
or handicapped by low buying offers. 
There were also orders for HK manu- 
factured winter underwear anid other 
knitwear but quantities involved| were 
not as substantial as at this time last 
year; Bangkok merchants are buying 
these items from China. 
HK/Indonesia Trade—Over 
tons of sugar arrived from 
last week. Exports (cotton 
metalware, etc.) totalled only about 
300 tons. There were orders from 
Djakarta for metals, paper and cotton 
cloth but quantities small and interest 
centred on a few items only. 
HK/Philippines Trade—HK factories 
are planning to send over $3 million 
worth of products (hurricane lantern, 
vacuum flask, paint, enamelware, etc.) 
to the Philippines for exhibition at the 
coming International Trade Fair over 
there. Trade between HK and Philip- 
pines at present is not very active; 
orders from Manila covered only limited 
quantities of HK goods. 
HK/Korea Trade—In 
paper, Korea bought 


2,000 
Indonesia 
textiles, 


addition to 
small lots of 
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pharmaceuticals, industrial 
chemicals, rayon yarn, lard, woollen 
yarn and condensed milk from here. 
Many orders fell through either on ac- 
count of short stock here or because of 
low counteroffers from Seoul. 

HK Cambodia Trade-—Phnompenh re- 
sumed shipments of rice to OK. Last 
week’s imports also included live hogs, 
maize, silk wadding ani beans. Export 
to Cambodia consisted chiefly of HK 
manufactured round bars, metalware, 
torch batteries, glassware and paint. 
Orders from Laos covered structural 
steels, cotton yarn and cloth, paint and 
metalware; quantities involved however 
were not very impressive. South Viet- 
nam bought very little supply from 
here; reports from Saigon disclosed 
that commodity prices there were much 
lower than in HK market making im- 
ports from here unprofitable. North 
Vietnam continued to send small con- 
signments of taro chips, medicinal 
herbs, ginger, feather, coal and sundry 
provisions and from here procured some 
gunny bags and foodstuffs. 

HK/Burma Trade—About 2,500 tons. 
of sugar, groundnut oil, enamelware 
and foodstuffs were shipped to Burma 
last week. From here, Rangoon con- 
tinued to buy foodstuffs, groundnut oil, 
menthol crystal, corrugated iron sheet, 


metals, 


used newspaper and HK products 
(chiefly metalware). 
%* % * 


China Produce—Demand from Japan, 
Europe and other buyers remained 
selective and covered chiefly items 
which were short stocked; most trans- 
actions therefore concluded in for- 
wards. Popular items included cassia, 
sesame, aniseed star, aniseed oil, wooil- 
oil, feather, bamboo cane, tea, menthol 
crystal and camphor products. Ground- 
nut oil retained strong demand from 
Burma; dwindled stock pushed prices 
up. Bean oil also favoured by Burma; 
price «did not advance because imports 
from Japan heavy last week. 

Metals—Prices firmed on account of 
increased indents, lower stocks and 


steady demand from China and SE 
Asia. Round bars of HK origin at- 
tracted orders from Laos, North 


Borneo, Cambodia, Thailand; local iron 
works were able to offer competitive 
prices because cost of scrap iron 
during the past two months had been 
very low. Trading volume last week 
however was low because buyers were 
reluctant to increase their counter- 
offers. Interest was centred on struc- 
tural steels, steel wire rope, iron pipes, 
galvanized iron wire, mild steel plate, 
corrugated iron sheet and zinc sheet. 
Japan returned to the local market for 
scrap iron but quantities purchased still 
very small. 

Paper—Korea remained the number 
one customer for newsprint, sulphite, 
tissue, cellophane and duplex board. 
Dealers here could not fully exploit the 
situation because stock of European 
paper short while buying offers mostly 
lower than new indents. Demand from 
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SE Asia weaker after heavy purchases 
from here during the first half of this 
month. Many dealers booked bond, 
poster, cellophane from Japan and 
duplex board, woodfree, glassine, tissue 
from Europe to replenish stocks. 


Pharmaceuticals—Fine chemicals such 
as sulfonamides, aspirin and vitamin C 
powder retained strong (lemand from 
Korea but short stock restricted the 
volume of business. Dealers here are 
reluctant to book heavy replenishments 
because indents higher than market 
here while demand from Korea and 
other sources remain uncertain. The 
market also registered orders from 
Thailand for penicillin tablets and 
aspirin; from Taiwan for gum acacia, 
amidopyrin and lysol; from local phar- 
maceutical manufacturers for sodium 
benzoate, vitamin B1 powder and as- 
pirin. 

Industrial Chemicals—Sodium bicar- 
bonate, acetic acid, tanning extract, 
formalin, zine chloride, lithopone, am- 
monium chloride and ammonium bicar- 
bonate retained demand from Korea 
and Taiwan but most transactions fell 
through because stock here inadequate. 
Local industries continued to absorb 
small lots of sodium  hydrosulphite, 
sodium sulphide, acetic acid, oxalic acid, 
sulphur powder, petrolatum, — sheilac 
and calcium carbide; prices steady. 

Cotton Yarn—-UK, Laos, local 
weavers booked more forwards of HK 
cotton yarn. Spot market was quiet. 
Japanese brands firmed on advanced 
cost. Pakistan yarn registered no gain 
although cost was marked uv. Korean 
products were steady on low supply but 
Indian brands sluggish. 


Cotton Piecegoods——-In the spot mar- 
ket, Laos and Indonesia bought small 
lots of Japanese grey sheeting while 
Africa absorbed some HK drill. Chinesr 
products quiet. Indonesia and Laos 
also booked forward supply of HK grey 


sheeting but quantities involved insigni- © 


ficant. 


Rice—Imports from Thailand remain- 
ed heavy. In addition, Cambodia ship- 
ped here several hundred tons of rice. 
Trading slow, prices remained at a low 
level. 

Wheat Flour—Australia shipped here 
more wheat flour. Supply exceeded de- 
mand, prices therefore weak: American 
brands, $12.40 to $16.80; Australian 
brands, $13.50; Canadian brands, $17; 
HK brands, $11.80 to $15.40; all per 
bag of 50 pounds. 

Sugar—lIndonesia shipped here 2,500 
tons of brown sugar while export re- 
mained quiet. Prices further declined 
under heavy stock. 

Cement—Japanese brands steady at 
$115 per ton overside and Chinese pro- 
ducts at $105. Imports from both 
sources slower last week while trading 
in local market handicapped by bad 
weather. In spite of Canton’s efforts 
to undersell Japanese products in Hk 
and in SE Asia, quotations for Japanese 


brands remained 
Chinese cement. 

During the first 6 months this year 
-HK bought more from Japan than from 
China: imports from China totalleJ 
1,200,000 cwt (total value $7 m) and 
from Japan, 1,600,000 cwt ($10 m). 
In export, HK products enjoyed better 
demand from SE Asia. During the 
same period, reexports of foreign pyro- 
ducts (chiefly Japanese brands) totalled 
410,000 ewt ($3.1 m) while exports of 


much higher than 
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tetalled 
cement 


($1.6 


HK Green Island cement 
525,°90 ewt ($3.6 m); HK 
went .0ostly to North Borneo 
m). Compared with 1956 record of 
$5.8 million (for Jan./June period) 
exports of HK cement this year are 
about 40% lower. This was caused chief- 
ly by Malaya’s purchase of Chinese 
cement this year direct from Canton. 
Last year Malaya bought $1.5 m worth 
of cement from here but this year pur- 
chases avopped to only $220,000. 
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RECTIFICATION OF YOUTH IN CHINA 
(Continued from Page 421) 


worked for the famous General Tai Li, head of the K.M.T. 
secret police, as a commissioner with the rank of major- 
general. Indeed in many major centres those who held 
good positions under the Nationalists and had been strug- 
gling for survival under the Communists joined in the agita- 
tion, just as dispossessed landlords and others demanded 
their property back. 


One rather naive despatch circulated by the N.C.N.A. 
began: “Some professors of Peking and Tsinghua Univer- 
sities informed your reporter that during the present anti- 
rightist struggle they deeply felt the need for strengthening 
the leadership of the Party in higher institutions. They 
opined that in higher institutions, as in all other depart- 
ments of the state, there must be either the leadership of 
the proletariat or the leadership of the bourgeoisie; either 
the leadership of the CCP or. the leadership of the rightists. 
There was no such thing as the middle of the road.” This, 
of course, was a typical piece of parrotting of word from 
on high! But at the same time there was a good deal of 
solid argument in defence of what had been accomplishe:| 
for the universities under the present regime—in which 
respect there is no comparison in quantity or in financing, 
though there may be in the quality of the output. But it is 
quite obvious that this clamour for the expulsion of the 
Party Committees from the Universities hurt the Com- 
munists a good deal, largely because they knew it was justi- 
fiable only in the interests of the regime, and its power. 
But one of the deans at Tsinghua caustically commented 
that when he heard talk of the leadership -of the Party 
and the activism of old professors, he involuntarily recalled 
the state of affairs in the past. He was dean of civil 
engineering for eight years before the liberation. 


Higher institutions in Peking reported ‘‘vast gains in 
the anti-rightist struggle,’’ and indeed the fires of criticism 
of the regime had completely died out. That is not to say, 
however, that they are any the happier, or that they think 
very much differently from their thinking before. But the 
counter-offensive lacked nothing in drive and determination 
or in volume. Meetings in the People’s University alone 
totalled over 1,000 separate sessions, and in the universities 
as a whole in Peking as many as 110,000 people had taken 
part in the argument by the end of July. None of the 


views expressed by the rightists was left unattacked, even. 


if, as everybody knows, only too many of them were sound- 
ly based. The major contention is that the new class 
struggle was. waged at the proyocation of the bourgeois 
rightists under the «direction of the Chang-Lo Alliance, so 
as to “light fires” in the higher institutions as a means 
of usurping the leadership of the CCP in these institution 
and then use these institutions as bases to launch further 
attacks on the CCP and on Socialism. It was asserted that 
through some members inside the CCP and the Youth Lea- 
gue joined in the attacks, the rest had been steeled by the 
struggle, while most of the critics were of landlord and 
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bourgeois families, and nearly half the rightists | personally 
took part in reactionary parties and leagues, intelligence 
organisations, and reactionary army and policy in the past 
—reactionary meaning chiefly the Nationalists. The “feu- 
dalists’” who were officials or officers under the Tuchun 
system have long since faded from the scene. A very large 
proportion of them have relatives who had suffered at the 
hands of the Communists. 


It was the Szechwan University Party Committee which 
came up with. the most stirring figures. There were 88 
rightists there, of whom 15 were political suspects, former 
counter-revolutionaries and elements of reactionary cliques. 
Altogether 24 of them cherished class hatred against the 
CCP, which had suppressed imprisoned, or kept under 
surveillance their blood relatives; 41 came of landlord, 
rich peasant or capitalist families and persisted in the stand 
of the exploiting class. These three categories “account. 
for 91 per cent out of the aggregate number of rightists.’” 
Some entertained mortal hatred of the Party for what. 
the Party had done to their fathers. It was added that. 
statistical data in the eight higher institutions in Chengtu 
yielded the same result—proving that “the anti-rightist 
struggle is really and actually an intense class struggle.” 


Over 40 rightist cliques were “exposed” in Chungking 
since the counter-offensive began,- in which over 16,000 
teachers and students took part. One of the major ac- 
cusations to be combatted was a critics’ assertion that the 
system of the Party Committee leadership is the cultural 
medium for the three great isms—bureaucratism, sectarian-: 
ism, and subjectivism.” Here again the removal of the 
Party Committees from the institutions was a major demand. 
It was added that over 150 people from the higher in- 
stitutions in Chengtu joined the CCP during the counter- 
offensive. 


In Nankai University (Tientsin), where Chou En-lai 
spent his youth, altogether “five battlefields’ were cleared 
for action in the struggle against the critics. There the 
Dean of Economics Li Pao-chen and other noted professors 
concentrated their criticisms on the members of the Com- 
munist Party Committee, and deputy dean, Teng Wei-chao. 
In the Tientsin University the’ target was Professor of. 
Mechanics Chao Yun-shan, “who once called up the winds 
and lighted fire far and wide,’’ and who described the 
university as ‘a dungeon without daylight.” 


Futan University was a rather more difficult proposi- 
tion, for it was among the most anti-Communist institution 
of all, and there “reform” seemed to take the shape of 
doubling the specialisation courses to over forty. Indeed 
this seemed to be the chief form of settlement in-all the 
higher institutions in Shanghai, where a purge or series of 
denunciations would almost certainly have made the situa- 
tion a thousand times worse from the. Party’s viewpoint; 
and where it was manifestly a case of discretion being the 
better part of valour. Shanghai presents a very serious 
problem indeed to the Communists, just as the Communists 
once upon a time presented a very serious problem to 
Shanghai—the birthplace of the Party. 


